Chapter 18: Numericals Income Tax 


ICAP PAST PA PER SOLUTIONS 
———— EA VLU IIONS 
Auswer-t Mr. A 
Computation of income and tax thereon 
For TY 2xxx 
Income from salary (W-1) 
Income from capital gain [S.37(1)] 
Income from property (W-2) 


Taxable income 


Tax liability 
Less: Tax deducted u/s 149-Salary 
Payable to Government 


(765,000 + 9,158,237 x 35%) (1) 


Workings 
(W-1) Income from salary 
Basic Salary (S.12@)(a)] 
Bonus (S.12(2)(a)] 
Utility allowance (S.12(2)(c)] 
Leave Encashment (S.12(2)(a)} 
Other allowance [S.12(2)(c) ] 
House rent allowance [S.12(2)(c)] 
Director's fee [S.12(2)(a)] 
(W-2) Income from property 
Gross Rent (10,000 x 12) 
Less: Admissible deductions . 
Repair allowance (120,000 x 1/5) 
Property tax of house 
Rent chargeable to tax 
` 
Swer-2 
Mr.B 
Computation of income and tax thereon 
~ For TY 2012 
Income from Salary (W-1) 
Income from property (W-2) 
Taxable income 


Tax liability on income under NTR ` (1,095,000 + 16,496,000 x 35%) (2) 
Less: Tax deducted on Salary 


$: Tax paid by employer on employee behalf 


Refundable from Govern ment 


417 


8,867,737 
4,206,000 
84,500 
13,158,237 
——— 


3,970,383 
3,600,000 
370,383 
CoO 


4,004,520 
1,980,642 
400,452 
538,083 
90,000 
1,802,040 
52,000 
8,867,737 


120,000 


(24,000) 


(11,500) 
84,500 


22,251,000 
245,000 
2 


2,496,000 
- 6,868,600 


(4,541,250) 
2,976,000 
7,517,250 


(648,650) 
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Workings 

(W-1) Income from salary 8,800,000 
Basic Salary [S.12(2)(a)] 5,000,000 
Utility allowance [S.12(2)(c)] 200,000 
Education allowance Baan N-1 (8,800,000 x 45%) 3,960,000 
Accommodation provided (45% of basic salary)  [S.1302)} » 000,000 x 3%) 100,000 
Motor vehicle provided [s. 300] (2,000, 105,000 
Children education fees [8120X )) 230,000 
House servant salaries [S.1 rae 2,976,000 
Tax of employee paid by employer [S.12(3)] — 22,251,000 


ad no accommodation been provided is not given in question, therefore 


(N-1) As amount that would have been paid h Therefore only 45% of basic salary is added in 


comparison of this amount cannot be made with 45% of basic salary. 
the income in respect of accommodation provided. 


(W-2) Property Income [Sec. 15] 350,000 
Gross Rent (50,000 x 7) 
Less: Admissible deductions (70,000) 
Repair allowance (350,000 x 1/5) 35,000 
Property tax of house 245,000 
Mr. Imran 
Computation of taxable income 
For TY 2012 
Rs. 
[S.51(2)] Note-1 . = 
[S.12(2)(a)]} (500,000 x 9) 4,500,000 
edical allowance (45,000 x 9) 405,000 
ess: Exempt up to 10% of basic salary (4,500,000 x 10%) 
[2" Sch. Clause 139] (450,000) - 
Benefit provided in respect of TV and VCR (40,000 x 20% x 9/12) 6,000 
[S.13(11)] 
teres free loan , (S.13(7)} (5,000,000 x 10% x 9/12) 375,000 
family's housing cost in Dubai [S.12(2)(d)] (30,000 x 9) 270,000 
yelling and related cost [S.12(2)(d)] (30,000 x 9) 270,000 
Exercise of right [S.14(2)] (300 shares x (10$ — 8$) x 58) 34,800 
Disposal of options [S.14(5)] (200 x 171) 34,200 
faxable income 5 490,000 


Note | - Where a citizen of Pakistan leaves Pakistan durin i i 
i § a tax year and remains abroad during that tax year, any 
ae hs areata ane “Salary” earned by him outside Pakistan during that your hal be 
a: k [S.51(2)]. Therefore, salary earned in UAE will be exempt from tax. 
Ms. Fatima Hassan 
Computation of taxable income 


Income from capital gain 
Taxable income — taxable under NTR 


418 
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tems not included in 


Where car is used solely for official purpose, nothing will be added in the salary income of employee.[{S.13(3)] -- 


Workings 

-1) Income from salary 
Oe oiler [S.12 (2)(a)] 
House rent allowance [S.12(2\(c)] 
Utilities allowance [S. 12(2X{c)] 
Motor vehicle transferred [S.13(11)] 


Fair market value of car at time of transfer 
Less: Cost paid by employee 


Consideration to enter into an employment (S.12(2)(eXi)} 
(W-2) Income from capital gain 
Shares in Queen Ltd.[S.37(1)] (500,000-200,000) 
Painting [S.38(5)] Loss in not to be recognized 
Answer-5 
Mr. Dollar 
Computation of income and tax thereon 
For TY 2xxx 
Income from salary (W-1) 
Taxable income 
Tax liability on income ‘under NTR (15,000 + 755,000 x 12.5%) (2) 
Tax to be deducted by employer each month (109,375/12) 
Workings 
(W-1) Income from salary 
Basic Salary [S.12(2){a)] (100,000 x 12 months) 
Medical allowance (15,000 x 12 months) 
Less: Exempt up to 10% of basic salary (1,200,000 x 10%) 


(assuming as per terms of em loyment) 


2™ Sch. Clause 139 
Utility allowance = 12(2c)] À 
Phan sie (S.13(3)] 
ccommodation 
Hikana provided [S.13(12)] 
~ 45% of basic salary or 
~ Amount that would have been paid had no 
accommodation been provided 


41a 


(100,000 x 11m) 
(40,000 x 11m) 
(15,000 x 11m) 


(10,000 x 12 months) 
(700,000 x 5%) 


(1,200,000 x 45%) 


(20,000 x 12 months) 


1,100,000 
440,000 
165,000 


1,955,000 


1,955,000 


109,375 ` 
9,115 


180,000 
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Answer-6 


Mr. Ayub 
Computation of Taxable Income 
For TY 2012 

Income from salary 423,000 
Basic Salary [S.12(2)(a)] (70,500 x 6) 
Accommodation provided [S.13(12)] 
a ze 5% of basic salary (423,000 x 45%) EHESS Kene 

- Fair market Rent of furnished accommodation Secon x 6) 360, gano 
Utilities allowance [S.12(2)(c)] j giaa ) “ 
Medical reimbursement (assumed to be as per terms) [2™ Sch. Clause he ii : 
Gratuity [2™ Sch. Clause 13 (ii)) = Koos 
Compensation for early retirement [S.12(2) (e)(iii) ] am 
Interest free loan (not chargeable as loan is below Rs. 1,000,000) [S.13(7)] sain 
Waiver ofloan (200,000 x 25%) [S.13(9)] eves í 
Car transferred FMV at the time of transfer [S.13(11)] X Si ce 

Less: Cost paid by employee (650,000) 1 


Taxable income 


(N-1) As the gratuity fund is approved so both (special and general) amounts received from the fund are 
exempt.[Exemptions in Second Schedule Part 1(13)] 


nswer-7 


Mr. Ali Raza 
Computation of income and tax thereon 
For TY 2008 
Income from salary (W-1) 1,243,600 
Income from capital gain — Gain on sale of jewelry 45,000 
Income from property (W-2) 279,880 
Taxable income 1,568,480 
ax liability on income under NTR [15,000 + 368,480 x 12.5%] (2) 61,060 
s: Tax deducted u/s 149-Salary (170,000) 
efundable from Government (108,940) 
Income from salary 
ic Salary [S.12(2)(a) 
ommodation provided [S.13(12)]} eee ane 
her of: 
- 45% of basic salary 
- Rent of accommodation K <a 351,000 
000 x 12) 300,000 351,000 
veyance provided i 
edical allowance [8.13] (500,000 x 5%) 25,000 
ss: Exempt up to 10% of basic salary [2™ 150,000 
ry [2"° Sch. Cla > 
(assuming as per terms of employment) use 139] (780,000 x 10%) (78,000) 72,000 
Employer contribution to provident fund 
Less: Exempt up to lower of; (780,000 x 12%) 93,600 
- 10% of basic sal 
- 150,000 ary and deamess all, (10% x 780,000 = 78,000) or 
(78,000) 15,600 
1,243,600 
420 
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-2) Property Income 


Rental Income 
Rental from July 2007 to June 2008 


s (30,000 x 12) 360,000 
Non-adjustable amount received [S.16(3)] 
Less: Already taxed 
In TY 2007 
In TY 2006 
Amounted to be taxed (86,000/10) 8,600 
Gross rent 368,600 
Less: Admissible deductions 
Repair allowance - (368,600 x 1/5) (73,720) 
Share of rent to House Building Finance Corporation[HBFC] (15,000) 
Rent chargeable to tax 279,880 
Answer-8 
a 
) Mr. Manto 
Computation of Income and Tax Thereon 
For TY 2009 
Income from salary (W-1) 1,879,805 
Income from other source . 100,000 
Income from capital gain — Gain on sale of shares 25,000 x (62-42) 500,000 
Taxable income 2,479,805 
Tax liability on income under NTR (165,000 + 79,805 x 22.5%) (2) 182,956 
Less: Tax paid by employer [S.12(3)] 99,805 
Payable to Government 83,1 51 
Items which are ide 


(N-I) Lease rentals are not considered when car is acquired on lease, rather fair market value is considered. 

(N-2) Interest credited is exempt up to higher of interest calculated @ 16% or 1/3 of salary. Since the rate at 
Which interest has been credited is not given therefore it cannot be compared with 1/3™ of salary. 

(N-3) As Mr. Manto is returning expatriate as per section 51(1), therefore Rs. 4,000,000 is exempt. 


(W-1) Income from salary 
ary 


Basic Sal [S.12(2)(a)] (100,000 x 12) 1,200,000 
House rent allowance —_[S.12(2)(c)] (30,000 x 12) 360,000 
edical allowance (Fully taxable)[S.12(2)(c)] (10,000 x 12) 120,000 
Medical facility (Fully exempt because as per terms) [a Sch. Clause 139] - 
vcyance provided [S.13(3)] (2,000,000x5%) 100,000 


z icessional lunch facility (Exempt because Manto is employee of a hotel)[2™ Sch. Clause 53 A(ii)] 


raining course (Not chargeable because for official purpose) [S.12(2Xd)] 
Employer contribution to provident fund 


(1,200,000 x 10%) 120,000 
S: Exempt up to lower of: 
- pe basic salary and dearness all. (10% of 1,200,000 = 120,000) or 
— credited ee f 
S: Exempt up to 1/3 of (basic salary+dearness allowance) (1/3 x 1,200,000) (400,000) - 
Ada: i 1,780,000 
dd: Tax bome by employer [S.12(3)] (W-2) 99,805 
1,879,805 


421 
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(W-2) Tax borne by employer 


Step 1 1,780,000 
Salary income 87,500 
vie fesa (15,000 + 580,000 x 12.5%) 
Step 2 1,867,500 
Salary income (1,780,000 + 87,500) 98,438 
Step 3 8,438 
Salary income (1,780,000 + 98,438) so 99,805 
Ta fort (15,000 + 678,438 x 12.5%) s 
Answer- 
» Mr. Zulfiqar 
Computation of Income and Tax Thereon 
For TY 2009 
7,366,000 
Income from salary a a (W-1) . aiii 
Income from capital gain — Loss on sale of painting is not allowed as deduction [S.38(5)] 480 000 
Income from property (W-2) 7,846,000" 
Total/Taxable Income 7,846,000 
Tax liability on income under NTR (1,095,000 + 1,846,000 x 35%) (2) 1,741,100 
Less: Tax paid by employer u/s 149-Salary 200,000 
ayable to Government 541,100 
) Items not included 
(N-I) Rent received relating to relevant tax year is chargeable only. 
Workings 
(W-1) Income from salary 
Basic Salary [S.12(2)(a)] (280,000 x 9) 2,520,000 
(eae aaea LOE (2 529,00 $ os. 500) 
: Exempt up to 10% o c salary 520,000 x 10%) 000 153,000 
gues [2™ Sch. Clause 139] | 
tilities allowance [S.12(2)(c)] (45,000 x 9) 
Cost of living allowance [S.12(2)(c)] (25,000 x 9) pea 
Accommodation provided [S.13(12)]} i 
Higher of: 
- 45% of basic salary 2,520,000 
: 3920, 459% 
x - Fair market rent of accommodation [rpa x 9) = 1,134,000 
leer by employer (S.12(3)] 810,000 Sets 
raui [2™ Sch. Clause 13(i 
Less: jee up to lower of: (iv) 2,660,000 
- 50% of 2,660,000 = 1.33 
- 75,000 sia 
Pension: Lower of the following [2™ Sch. Clause 8] (75,000) 2,585,000 
From Mirza Petroleum Limited (50,0 
From Multinational company 000 x 3) 150,000 
(12,000x 12) 144,000 
(W-2) Property Income (Sec, 15 —_144,000_ 
Gross Rent t —7,366,000_ 
Less: Admissible deducti (100,000 x 
Repair allowance 0 0 "a 600,000 
Rent chargeable to tax (600,000 x 1/ 5) 
120,000 
480,000 
422 
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Answer-10 Mr. Zameer Ansari 
Computation of Income and Tax Thereon 
For TY 2010 —— 
(W-1) 1230, 
Income from moe ain [S.37(1) 15,000 x (48 — 42) 90,000 
Income from capita’ & (W-2) : 221,760 
income from property á — 5,541,760 
oleae TEE (250,000) 
erable income 4,291,760 
Tax liability on income under NTR (435,000 + 691,760 x 27.5%) (2) aa 
Less: Tax deducted on salary (650,000) 
Refundable from Government (24,766) 
Workings 
(W-1) Income from salary 
Basic Salary [S.12(2)(a)] (200,000x12) 2,400,000 
Medical allowance (fully taxable) [2"* Sch. Clause 139] (30,000x12) 360,000 
Utility allowance [S,12(2)(c)] (10,000x12) 120,000 
School fee of children [S.12(2)(d)] (15,000x12) 180,000 
Accommodation provided [S.13(12)] (2,400,000x45%) 1,080,000 
Car for business use [S.13(3)] (not chargeable to tax) - 
Car partly for personal use [S.13(3)] (1,800,000x5%) 90,000 
Leave encashment [S.12(2)(a)] (taxable in next year) = 
Contribution to approved pension fund (Its chargeability will be decided at the time of receipt) - 
4,230,000 
(W-2) Income from property 
Rental (22,000 x 12) 264,000 
Add: Non-adjustable amount received [S.16(3)] 150,000 
Less: Already taxed 
In TY 2008 (9,000) 
In TY 2009 
132,000 
‘mount to be taxed (132,000/10) 13,200 
ross rent chargeable to tax ae 
Less: Re ai il 277,200 
E (277,200 x 1/5) (55,440) 


221,760 
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Adjustment (c) Explanation 
1-7-06 


1-01-09 


Restriction 
released 


FMV shares (000) 
(42x 15,000) 630 
Less: ' 
Costofshare (0) 
Cost of right (0) 
IFS 50 


Answer-11 
Tutorial note: Loss of Pakistan source income 
Mr. Mateen 
Computation of Income and Tax Thereon 
For TY 20X2 
Income from business — FSI 535,000 
Income from salary — PSI (W-1) 4,592,100 
Income from other source -PSI  [S.39(1)(k)] (180,000/10) 18,000 
Loss from business — PSI [S.56] (350,000) e 
Taxable income 5,127,100 
Tax liability on income under NTR (435,000 + 1,527,100 x 27.5% 53 
Less: Foreign tax credit (lower of) [S.103] » o ee 
7 ao foreign tax paid 130,000 
- Pakistan tax (854,953/5,127,100) x 5 ; 
Total tax liability iiia iii z i 
Less: Tax deducted on salary u/s 149-Salary sa 
Less: Tax deducted on commission (500,000 x 10%) pA 
Payable to Government 600,000 
Business loss to be c/f [S.57(1)(2)] (350 165,7 
s ,000 — 18, ——_—_—_—— 
- . 332,000 


items ot included in calculation 
s Zakat is not pai i 
is not paid under Zakat and Ushr Ordinance, so it will not be allowed as deduction 
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ay Income from salary p 
I 


e from m 
Gratuity [2™ Sch. Clause 13(iy)} 350,000 
Less: exempt up to lower of - £0% of 350,000 175,000 
Or 75,000 _ (75,000) _ 275,000 
Leave encashment [S.12(2)(a)] 150,000 
Income from RSL i : 
Compensation in respect of un-served notice period [S.13(10)] 280,000 
Basic Salary [S.12(2)(a)] (245,000x12) 2,940,000 
Utility allowance [S.12(2)(c) ] (21,000x12) 252,000 
Reimbursement of personal medical expenses (exempt being as per terms) [2™ Sch. Clause 139] - 
Reimbursement of hospitalization charges (exempt being as per terms) [2"™ Sch. Clause 139] - 
Conveyance provided [S.13(3)] (1,500,000x5%x10/12) 62,500 
House keeper services — [S.13(5)] (6,000-20% of 6,000) x 12) 57,600 
Special allowance [S.12(2)(c)] (exempt) . 
Interest fee loan [S.13(7)] (1,500,000x 10%x6/12) 75,000 
Commission [S.12(2)(a)] l _— 500,000_ 
4,592,100 
Answer-12 (a) 
Mr. Khursheed 
Computation of Income and Tax Thereon 
For TY 2022 
Income from salary (W-1) 21,200,000 
Income from property , (W-2) 60,000 
Income from business - loss (750,000) - 
Income from capital gain — securities (700,000 — 500,000) — 0.5% of 1,200,000 194,000 
Total income 21,394,000 
Less: Income from capital gain — taxable separately (194,000) 
Golden handshake — taxable separately (7,500,000) 
Total income under NTR 


13,700,000 
Less: Zakat 


(67,500) 
Taxable income — taxable under NTR 13,632,500 
be liability on income taxable under NTR (1,095,000 + 7,632,500 x 35%) (2) 3,766,375 
ei Tax on golden hand shake [S.12(6)] (7,500,000 x 5%) 375,000 
assuming Khursheed, by notice in writing to commissioner would elect to be taxed on the basis of 
average rate of tax of last three year) 
so liability 4,141,375 
: Tax on securities [S.37A(1)] (194,000 x 12.5%) 24,250 
i 4,165,625 
ks Tax deducted at source (3,750,000) 
sme to government/Refu ndable from government 415,625 
ncome from business loss of Rs. 690,000 (60,000 — 750,000) 
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(W-I) Income from salary 2,400 
Basic Salary [S.12(2)(a)] (400,000 ry sani T 000 
Medical allowance (75,000 x 6 ’ 
40,0 210, 
Less: Exempt up to 10% of basic salary (2,400,000 x 10%) (240,000) 000 
[2™ Sch. Clause 139] 240,000 
Utility allowance [S.12(2\(c)] (2,400,000 x were 125,000 
opea (8.130) Seoses oon Clause 139] 1,500,000 
Reimbursement of surgery cost (taxable because not as per terms) [2° Sch. tone , 
Gratuity [2™ Sch. Clause 13(iv)] aay 
Less: Exempt up to lower of: 
- 50% of 9,100,000 = 4,550,000 75,000 9,025,000 
- 75,000 È 
Car transferred [S.13(11)] (2,800,000 - 2,600,000) j pean 
Golden hand shake “33200000 
Salary income a, 
-2) Income from property 
rie (25,000 x 3) 75,000 
Less: Admissible deductions 
Repair allowance (75,000 x 1/5) (15,000) 
Income from property 60,000 
b) Items not included h , , 
- Rs. 10,000/month deducted from his salary will have no impact because it is nowhere provided in law to deduct 
this amount. 


- Capital loss of Rs. 500,000 cannot be adjusted against any other head during the year, so it will be carried 


forward.[S.56(1)] 
- Sale of personal car has no impact because as per the definition of capital asset personal moveable property is not a 


capital asset. [S.37(5)] 


Answer-13 
Dr. Sona 
Computati 
Viboa iii pu ow ii Income and Tax Thereon DER 
Income from Other source (W-2) ` . 83,000 
Income from property (W-3) 2,000 
Taxable income under NTR $251,600. Bi 600 
ebm Sena yt (765,000 + 4,251,600 x 35%) (1) 2,253,060 
eee n [S. 2,253, ; 
C is lower of: 300,000 or 30% af as) pa x 300,000 (81,914) 
Tax payable to Government os —_—_—__;_ 
2,171,146 
Ft 


Note: It is assumed that charitable donation is paid through crossed cheque 
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“ qy-1) Income from business 
Ww Revenues 
Consultation fees 


[S.18(1)(a)] 4,400,000 
Income from surgery [S.18(1)(a)} 3,950,000 


8,350,000 
Less: Expenses 
Rent of clinic (S.20(1)} 300,000 
Depreciation motor car (96,000 x 40%) 38,400 
Depreciation surgical equipment 75,000 
Salary to assistant [S.20(1)] 180,000 
Clinic running expenses [S.20(1)] 240,000 
Car expenses [S.20(1)] (200,000 x 40%) 80,000 
913,400 
7,436,600 
(W-2) Income from other sources 
Article writing [S.39] 83,000 
(W-3) Income from property 
Income 
Rentals 870,000 
Non- adjustable amount received [S.16(3)] i 700,000 
Less: Already taxed 
In TY -- (50,000) 
In TY -- (50,000) 
In TY -- 
550,000 
Amount to be taxed (550,000/10) __ 55,000 _ 
925,000 
Less: Admissible deductions 
Repair allowance (925,000 x 1/5) (185,000) 
Property tax — (8,000) 
Income from property 732,000 
Items not included: 


~ House hold expense is not an allowable deduction.[S.21(h)] 


: ris of car and surgical equipment is not an allowable deduction, rather their depreciation will be allowed as 
uction. 
Answer -14 
Beena Sikandar 
Computation of Income and Tax Thereon 
l For Tax Year 2012 
hona from business (W-1) 5,540,000 
ncome from salary (W-2) 1,650,000 
Taxable Income 7,190,000 
La lability on income falling under NTR (765,000+ 3,190,000 x 35%) (1) 1,881,500 
an Tax credit u/s 61 (1,881,500/7,190,000) x 250,000 (65,421) 
is lower of: 250,000 or 30% of 7,190,000 
1,816,079 
Less: Taxes deducted at source 
From salaries 390,000 
From fee received for attending the meetings of BOD 9,000 
Tax payable to Government rier 
1,417,079 
— 
427 
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' (W-1) Income from business 
Accounting profit 
Add: Deductions not allowed 
Tax Bad debt recovery (W-3) 
[S.21(h)] 


Salaries 
Gifts and donation [S.21(h)] 


Lease security deposit 
[S.21(h)] 


Professional fees 
Property expenses [S.21(h)] 
Other expenses [S.21()] 


Income Tax (Previous year)[S.21(a)] 


Accounting bad debt recovery 


Less: 

Salary to brother 

Gifts to client 

Travel expenses 

(W-2) Income from salary 

Remuneration [S.12(2)(a)] 
Bonus (taxed on receipt basis) [S.12(2)(a)] 
Car benefit [S.13(3)]} 
Board meetings [S.12(2)(a)] 


(W-3) Tax Bad debt Recovery 


Amount Recovered 


Less: Actual Bad debt 
Less: Previously allowed as deduction 


3,500,000 


(50,000 x 12) 
(50,000 + 250,000) 


(350,000 x 40%) 


(750,000) 


5,540,000 


1,200,000 
200,000 
100,000 
150,000 

1,650,000 


(100,000 x 12) 
(100,000 x 2) 
(2,000,000 x 5%) 


750,000 
750,000 


(750,000) (0) 
750,000 


Tax Bad debt Recovery 
Answer-15 
Kashmala and Shumaila 
Income and Tax Thereon 
ioc — For TY 2012 
Accounting Profit/(Loss) 
Add: Salaries 8.21 ppt 
Add: Accounting PR- i ie vase 
300,000 


Profit before depreciation 
Less: b/f business loss [S.57(1}(2)] 
Taxable income 


Actual tax liability (no taxable income, so zero) 


c/f - business loss 


(400,000) 


(100,000) 


- unabsorbed depreciation[S 57(4)] 
, (550,000) 
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Answer-16 
Mr, Creative 
Income and Tax Thereon 
: For TY 20XX 
Calculation of taxable income and tax liabili 
Income from salary (W-1) 5,912,000 
income from capital gain 
- Shares of private company (W-2) 18,000 
- Securities (Open ended mutual fund) (4,000 x 58.6) — (4,000 x 50) 34,400 
Income from property : (W-3) 504,000 
Total income 6,468,400 
Less: Income from capital gain — securities (open ended mutual fund) (34,400) 
Total income under NTR 6,434,000 
Less: Zakat (50,000) 
Taxable income — taxable under NTR 6,384,000 
Tax liability (1,095,000 + 384,000 x 35%) (2) 1,229,400 
Less: Tax credit on approved pension fund [S.63] 1,229,400/6,384,000 x 600,000 (115,545) 
C is lower of: 600,000 or 20% of 6,384,000 
Tax liability of income falling under normal tax regime ; 1,113,855 
Add: Tax on security -Open Ended Mutual Fund (34,400 x"7.5%) i 2,580 
1,116,435 
Less: Tax deducted u/s 149-Salary (737,000) 
Tax Payable to /Refundable from Government __379,435_ 
Workings 
(W-1) Income from salary ` 
Basic salary [S.12(2)(a)] (300,000 x 12) 3,600,000 
Utilities [S.12(2)(c)] (15% x 3,600,000) 540,000 
Medica] [2™ Sch. Clause 139] (12% of 3,600,000) 432,000 
Less: Exempt upto 10% of basic salary (10% of 3,600,000) (360,000) 72,000 
Accommodation provided [S.13(12)] 
Higher of: ; 
~ 45% of basic salary ` (45% x 3,600,000) 1,620,000 
- Rent of accommodation (130,000 x 12) 1,560,000 1,620,000 
Car for business & personal use[S.13(3)] (5% of 1,600,000) 80,000 _- 
5,912,000 
(W-2) Income from capital gain-NTR 
Consideration received (8,000 x 75%) = 6,000 x Rs. 145/share 870,000 
$s: Cost of shares (6,000 x 142) (852,000) 
á 18,000 
(W-3) Income from property 
Income 
“ore from July to December (50,000 x 6) 400,000 
om January to June (higher of) [S.15(4)] 
= Actual (48,000 x 6) 288,000 
~ Fair market rent (50,000 x 6 x 110%) 330,000 330,000 
630,000 
Ren Admissible deductions 
allowance . (630,000 x 1/5) (126,000) 
Items not included: 8,000 
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ainst the rent is refunded by the owner to the tenant on 


(N-1) Where an amount an amount which is not adjustable gti of the amount shall be allocated to the tax year 


termination of the tenancy before the expiry of 10 years, no p 


in which it is refunded or to any subsequent tax year, Therefore Rs. 300,000 is ignored.[S.16(2)] i 
Answer-17 q 
Mrs. Aslam ane. 
Calculation of Taxable Income and Tax Liabili 
TY 2022 
6,051,515 
Income from salary block) alte : 20,000 
Income from capital gain (Separate bloc s t to live apart 355,000 
Income from other source (Exempt income) - Support payment under an agreemen a P 6,426,515 
Total Income : it : (355,000) 
Less: Exempt income — Support payment under an agreement to live apa 20,000 
Less: Income from capital gain — taxable separately 6,051,515 
Total Income under NTR (105,000) 
Less: Zakat [Sec. 60] 5,946,515 
Taxable income ; a 
panne o iue ; 2,346,515 x 27.5%) 1,080,292 
Tax liability on income falling under NTR (435,000 + 2,346, 
Less: Tax credit on charitable donation [S.61] (1,080,292/5,946,515) x 70,000 eer 
C is lower of - 70,000 or 30 % of 5,946,515 ' 23500 
dd: Tax on securities [S.37A] ((W-1)20,000 x 12.5%) 951.515 
ss: Tax borne by employer (W-3) - ( > 3 wh 
Rs. 
Leave encashment (S.12(2)(a)] | 95,000 
Gratuity [2™ Sch. Clause 13(iv)] 500,000 
Less: Exempt (lower of:) 
- 50 % of 500,000 
-or 75,000 75,000 425,000 
Reimbursement (Exempt assuming as per terms) [2"™ Sch. Clause 139] 
520,000 
From HPL 
Basic Salary [S.12(2)(a)) (200,000 x 12) 2,400,000 
Medical allowance [S.12(2)(c)] (60,000 x 12) 720,000 
Less: Exempt upto 10% of basic salary (10% of 2,400,000) 240,000 480,000 
Rent free accommodation (S.13(12)] 
Higher of: 

- 45% ofbasicsalary - 45% 

- Annual letting value (43% x 2,400,000) pope 1.080.000 
Travelling allowance [S.12(2)(c)) $ Kon. 
Employer contribution - Provident fund ape er 280/000 
Less; Exempt (lower of) (10% of 2,400,000) 

- 10% of 2,400,000 
- 150,000 
Employee contribution (Ignored being already part of salary) PNS 


Shares acquired under scheme [S. 14(2)) 
Fair market on date restriction released 


” Som Cost of shares (5,000 x28) 140,000 
nterest benefit [S.13(7) E z 
Lenton ekra mies iy (Exempt because loan less than Rs. 1,000,000) 140,000 


150,000 


Tax to be bo 
ebome [S.12(3)] (W-3) 4,580,000 
951,515 
Per 6,051,515 
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(W-2) Income from capital Gain -Separate block 


Consideration received (5,000 x 32) 
Less: Cost 

Cost of shares 

Cost of right 

Amount charged under salary 


(W-3) Tax borne by employer[S.12(3)} 


Step 1 
Salary income 4,580,000 
Tax there on (435,000 + 980,000 x 27.5%) 
Step 2 nA 
Salary income (4,580,000 + 704,500) | 5,284,500 
Tax there on (435,000 + 1,684,500 x 27.5%) 
Step 3 
Salary income (4,580,000 + 898,238) 5,478,238 
Tax there on (435,000 + 1,878,238 x 27.5%) 
Answer-18 
a) 
r, Qamar 
Calculation of taxable income and tax liab 
TY 20X4 l 
Income from business (W-1) 
Taxable income 
Tax liability 
Less: Tax credit on charitable donation [S.61] 
C/f = tax depreciation [S.57(4)] (150 — 500) 
-1) Income fi business 
Sale of motors 
s: Cost of sales and administrative expenses W-2 
Profit before depreciation : ae 
S: b/f business loss before depreciation [S.57(1)] 
Less: Tax depreciation current year 
Less: Tax depteciation brought forward 
W- l > 
Cou ye culation of cost of sales and administrative expenses 
ere we and administrative expenses as per question 
ona eS (Electricity charges of residence) [S.21(h)] 
aoe toa non-profit organization [S.61] 
ead to the Ministry of Environment [S.21(g)] 
Sorbed depreciation brought forward from previous tax year [S.57(4)] 
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160,000 


140,000 (140,000) 


20,000 


704,500 
898,238 


951,515 


Rs. 


350 


45,000 


(31,850) 


13,150 


(4,000) 


9,150 


(9,000) 


150 


(500) 
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b). 
- Travelling expense on Qamar's visit to Malaysia for attending trade fair is incurred wholly and exclusively for the 
head income from business. (S.20 (1)] 


purpose of business, therefore it is allowed as deduction under the : 

- Electricity charges paid for Qamar’s residence is drawing, therefore it is not allowed as deduction. [S.21(h)] 

- As per the provisions of law any fine, penalty paid for violation of law, rule or ee olan 
deduction. Damages paid to a distributor for delayed supplies is allowed as deduction because It Is not a violation of 
law, rule or regulation.[S.21(g)] i 
= A tax credit will be allowed for donation made to a non-profit organi 


- Salary paid to Bari who is Qamar’s brother is incurred wholly and e ‘ i 
has also been properly deducted, therefore it is allowed as deduction under the head income from business. [s.20 (1)) 


- As per the provisions of law any fine, penalty paid for violation of law, rule or regulation is not allowed as 
deduction. Fine paid to the Ministry of Environment for infringement of environmental and safety laws is therefore 


not allowed as deduction. [S.21(g)] ga a ; 
- Brought forward unabsorbed depreciation will be treated as part of current year depreciation and will be adjusted 
against profit before depreciation after adjustment of b/f business loss. > 


zation therefore no deduction will be allowed. 
xclusively for the purpose of business and tax 


Answer-19 
Mr. Sultan 
Calculation of taxable income and t liability - 
TY 2023 
income from salary (W-1) 9,970,500 
Income from other source (W-2) 3,950,000 
Income from business (W-3) 5,260,000 sl ls oe 
Taxable income 9,970 
Tax liability on income falling under NTR ( 1,095,000 + 3,970,500 x 35%) 2,484,675 
Less: Tax credit on charitable donation u/s 61 (2,484,675 /9,970,500) x 100,000 (24,920) 
C is lower of: 100,000 or 30% of 9,970,500 
Less: Tax credit on contribution to pension fund u/s 63 (2,484,675 /9,970,500) x 500,000 (124,601) 
C is lower of: 500,000 or 20% of 9,970,500 
Payable to Government 2,335,154 
C/f Business loss i (3,950,000-5,260,000) : 1,310,000 
m sala 
Basic [S.12(2) (a)] (480,000 x 12m) 5,760,000 
Medical allowance [S.12(2) (c)] . (48,000 x 12m) ` 576,000 
tilities allowance [S.12(2) (c)] (55,000 x 12m) 660.000 
Accommodation provided [S.13(12)] 
Higher of: 
- 45% of basic salary (5,760,000 x 45%) 
- Fai , +700, o 2,592,000 
W done rent “ oa (75,000 x 12) 900,000 2,592,000 
Hospitalisati nd . 300,000 
id Sse — 2 Sch. Clause 139] (Exempt being as per terms) - 
personal expenses[S.12(2)(d)] (550,000 x 15%) 82,500 
a i aaan 
W-2) Income from other source n OS 
Receipt of board meeting [S.39(1)] 
Car won in lottery [S.39(1)(h)] - 200,000 
a A e from father in cash [S.39(3)] 850,000 
Lit. work (Assuming that it is favourable fi i 2,500,000 
io e tor tax payer if spread over 3 Y) (1,200,000/3)[S.89] 400,000 
~9) Income from Business i 
E en rom Business 3,950,000 
Add: Salary paid in cash 
Add: Gain on sale of i (36,000 x 12) 990,000 
os nae arg w Sea! 4s 
? 8 (74,820,000 x 10%) BIKA 800,000 
(7,482,000) 


a0 — ` (5.260,00). 
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wW-3.1) Gain on sale of immoveable property [S.22(13)(d)] 


Consideration 

Less: WDV 
Cost n> 
Less: Accumulated depreciation 


Items not included 


- _ Salary of Rs. 32,000 or below can be paid in cash, so it is allowed as deduction. 


- Utility bills can be paid in cash, so it is allowed as deduction, 
-20 
Answer-2 Mr. Tahir 
Income and Tax Thereon 
TY 20Y1 

Income from business (W-1) 
Income from capital gain 

- Gain on disposal of immoveable property (W-2) 
Total Income 


Less: Income from capital gain — taxable separately 
Taxable income under NTR 


Tax liability on income falling under NTR 


Add: Tax on disposal of immoveable property 
Payable to Government ' 


(W-1) Income from business 


Profit before tax 

Add: Accounting depreciation 
Computer software wrongly included in expenses 
Cost of feasibility wrongly included in expense 
Financial charges on leased asset 
Depreciation on leased asset 
Personal car expenses [S.21(h)] 
Provision for bad debt [S.29 (1)] 


(75,000 + 655,465 x 20%) 
(4,000,000 x 12.5%) 


(1,500,000 x 15%) 


(295,450 x 20%) 


Initial allowance on machinery [S.23(1)] 
Tax depreciation [S.22 


Amortization on computer software [S.24(4)] (975,000/10 years) 
Amortization on pre-com 


mencement Exp. S.25(2)] (250,000 x 20%) 
Salary of Tahir brother 
rentals paid (S.28 (1)(b)] 


(1,500,000 x 25%) 


(W-2) Gain on disposal of immo 


s$ not includ 


Any foreign- 


veable property 


from tax in the tax y i 


income of Tahir from UAE is exempt from tax.[S.51] 
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10,000,000 
(1,400,000 - 600,000) (800,000) 


(1,500,000 - 375,000) x 15% 


(5,500,000 — 1,500,000) ` 


10,000,000 


(9,200,000 ) 


800,000 
TT 


1,855,465 


4,000,000 
5,855,465 
(4,000,000) 
1,855,465 


206,093 

500,000 

706,093 
o_o 


1,057,000 
225,000 
975,000 
250,000 

80,000 
260,000 
59,090 
25,000 
1,874,090 
375,000 
168,750 

97,500 

50,000 


384,375 
(1,075,625) 
1,855,465 


4,000,000 
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Answer-2! 

Mr. Mukarram 

Taxable Income for the 

Tax Year 20X5 
Income from salary i 3 
ne te ape gain (W-3) 

ncome from business 

Exempt income — Agriculture income (750,000 + 325,000) 
Total income 
Exempt income — Agriculture income 
Taxable income 
(W-1) Income from salary 
Basic salary [S.12 (2) (a) (250,000 x 12) 
Medical allowance [2™ Sch. clause 139] (37,500 x 12) 
Less: Exempt 10% of basic salary (3,000,000 x 10%) 
Housing allowance [S.12(2) (c)] (25,000 x 12) 
Travel allowance [S.12(2) (c)] (11,500 x 12) 
Car provided (S.13(3)] (1,000,000 x 5%) 
Car transferred [S.13(11)] (400,000-0) 
Performance bonus (Taxable in next year) 
Buffet Dinner coupons [S.13(11)] (2,000 x 2 x 12) 
Telephone & Internet facility [S.12(2) (d)](20,000 x 80%) 
Benefit of appliances [S.13(11)](300,000 x 10%) 


Employee share scheme — option not exercised 


-2) Income from capital gai 
Disposal of painting [S.37(1)] [S. 77(2)}- (275,000 - 100,000 - 15,000) 
Sold personal car to neighbor (Not taxable being personal moveable) 
Loss on disposal of diamond (not allowed) [S,38(5)] 


ncome iness[Rule 11 below $.41 
Sales/revenue 


Less: Market value of produce used as raw material (2,500 x 5,000/40) 
Less: Other operating expenses 


Answer-22 
Wajahat 
Income and tax thereon 
Tax Year 20Y1 


Calculation of taxable income and tax liability 
Income from salary 

Income from other So 
Income from business 
Income from other sources — FTR diyj i (W-2) 
Total income ne ne (W-3) 


urce - Foreign source dividend [S 391) (a)) e 


Taxable income 


434 


450,000 


(300,000) 


4,132,000 
160,000 
537,500 

1,075,000 

5,904,500 

1,075,000 


4,829,500 


Rs, 
3,000,000 
150,000 


300,000 
138,000 

50,000 
400,000 


48,000 
16,000 
30,000 


4,132,000 
160,000 


160,000 


860,000 
(312,500) 


Rs. 

1,191,800 
65,000 
1,206,125 
92,000 
2,554,925 
(92,000) 
2,462,925 
4,600 


2,458,325 _ 
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Tax liability on income under NTR (315,000 + 58,325 x 25%) 
Less: Tax credit under section 63 
A/BxC 329,58 1/2,458,325 x 491,665 


C is lower of : 
- Actual contribution 
- 20% of taxable income of current year (2,458,325 x 20%) 


Add: Tax on FTR (Dividend) (92,000 x 15%) 
Total tax liability = 

Less: Tax on FTR (Dividend) 

Payable to Government 


Workings 

(W-1) Income from salary 

Basic Salary [S. 12 (2) (a)] (70,000 x 12) 
Dearness allowance [S. 12 (2) (c)] (10,000 x 12) 
Conveyance allowance [S. 12 (2) (c)] (8,000 x 12) 


Employee contribution (ignored being already included in above salary) 
Employer contribution (8,400 x 12) 
Less: Exempt upto lower of: 


- 1/10th of (840,000 + 120,000) 96,000 - 
or - 150,000 150,000 (96,000) 4,800 
Interest on fund balance 391,000 
Less: Exempt upto higher of: 
- 1/3rd of (840,000 + 120,000) 320,000 
or - 391,000 / 20% x 16% 312,800 (320,000) 71,000 
Reimbursements of electricity bills[S. 12 (2) (d)] 60,000 
1,191,800 
(W-2) Income from business ; 
Tuition Fee (Revenue) 2,198,000 
Less: Deductions allowed 
Salary to Yousaf [S.20 (1)] (35,000 x 10) (350,000) 
Teacher training work shop [S.20 (1)] (328,125) 
Initial allowance on computer [S.23] (250,000 x 25%) (62,500) 
Tax depreciation on computer (250,000 - 62,500) x 30% (56,250) 
Other miscellaneous expenses[S,20(1)] (195,000) 
E E TA l 1,206,125 
[S21 pa imself per month will not be allowed as deduction being personal expenditure in nature, 
(W-3) Dividend income 
Net dividend = Gross dividend — Zakat — income tax 
ae = x - 4600 - 13,800 


= 92,000 


329,581 
(65,916) 


890,000 
491,665 
263,665 
13,800 
277,465 


(13,800) _. 
263,665 


100,800 
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Answer-23 
Mr. Bader 
Computation of Income and Tax Thereon 
For TY 2016 
Rs, 
Income from salary (W-1) gr 
Income from Capital gain (W-2) 7 EEE 
Total income 600 500 
Less: Termination benefits — taxable separately Sans 
Taxable income under NTR wa E1250 
Tax liability on income under NTR (1,095,000 + 427,250 x 35%) 1,244,538 
Add: Tax on Separate block income 72.000 


- termination benefit — [S.12(6)]600,000 x (1,260,000 /10,500,000) 
(assuming Bader, by notice in writing to commissioner would elect to be taxed on the 
basis of average rate of tax of last three year) 


Total tax payable 
Less: Tax deducted on salary 
Tax payable to/refundable from Government 


1,316,538 


1,105,000 


211,538 


Workings 
(W-1) Income from salary 
Basic Salary [S. 12(2)(a)] (250,000 x 12) 3,000,000 
Medical allowance ? (28,000 x 12) 336,000 
Less: Exempt upto 10% of Basic Salary (3000,000 x 10%) 
(2™ Sch. Cl. 139] (300,000) 36,000 
House rent allowance: [S. 12(2)(c)] (120,000 x 12) 1,440,000 
Amount received for employment condition [S. 12 (2) (e) (ii)] 900,000 
Benefit on purchase of inventory [S.13(11)]  (22,000-12,000) 10,000 
Car for personal and official use [S. 13(3)] (1,500,000 x 5% x 11/12) 68,750 
Purchase option exercised [S.14 (3)] (W-1.1) 437,500 
Unapproved gratuity from previous employer 485,000 
Less: exempt upto lower of: - 75,000 OR 
[2" Sch Part] Cl. 13 (iv)] - 50% Of 485,000 = 242,500 (75,000) 410,000 
Free medical facility of Rs. 65,000 (2 Sch. clause 53A] ( Exempt as employee 5 
of hospital) 
Termination benefit — Separate block 600,000 
(W-1.1) Purchase option exercised 620250. 
air market value of share on 15.9. 
Less; Amount paid for option itii tia sate 
Less : Amount paid for shares (200,000) 
_ (300,000) 
—— r-a 
(W-2) Income from Capital Gain — MP Private 
Less: Cost of share (S. 14(4)} : 890,000 
Cost of option 
Consideration given at exercise of option yee era x 2000 160,000 
Amount chargeable under the head salary(W-1) C :000/2,500) x 2,000 240,000 
Less: Bank charges and brokerage comma et eka da 2,000 350,000 (750,000) 
SE ARAN) (15,000) 


As MP is not listed in Pakistan Stock Exch i —_!25,000_ 
ange so it will be considered as pri > 
private company. 


Ate 
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Items not included: o. 
|, Value of right or option is not taxable, so Rs 250,000 is ignored. [S. 14(1)] 
2, ta case of mveniory 2008 we only used the FMV of inventory on the date it is transferred to employee and 


amount paid by employee to employer. Therefore cost to employer of Rs.35,000 and NRV on June 30°, 2016 are 
ignored. 


TY 2016 
MV = 375 / share 


Aug. 14 1-Sep.-15 15-Sep.-15 15-6-16 

purchased Paid Co. Issued 

a - sam TOO capes x 

option of employee (000) 
2700 ee Consideration received (Gross) 

Cost of shares shares (875 + 5 = 10) A 

right Rs. 300,000 IFS 


Less: Cost [S.14 (4)] 


a X Het ig 957-500 a. Cost of shares ($355~2.000) 220 | 
hea pet i 200 | 
X kcii gann b. Cost of right (235x2000) 160 | 


c. Income from sal ($3152.00) 350 ! 
Less: Bank charges 


|5| 
Less: Commission |10 

(765) 
IFCG Ds 
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Answer-24 
Notes for students: ; i 
Adj.(i)__As reimbursement of Rs. 6,000 is for official S hence ignored. 
Mr. Mushtaq 
Income and tax thereon 
TY 20Y1 
1,5 

Income from business yg anes 
Income from capital gain (W-5) 1,790,695" 
Taxable income — 
Tax liability on income under NTR (75,000 + 590,675 x 20%) (1) bert 
Less; Advance Tax Paid u/s 147 ot 
Payable to Government / (Refundable) oe 
(W-1)Income from business — 
Profit before tax 1,800,000 
Add: Salary paid in cash [S.21 (m)] (46,000- 6,000) x 12 months x 2 employees 

Research paid outside Pakistan [S.26 (1)] 

Accounting Loss on patent 

Tax Gain on Patent [S. 24 (9)] (524,000 — 430,000) 

Accounting amortization 

Tax bad debt recovery — Atif[S.29 (3) (a)] (W-2.1) 

Tax gain on disposal of furniture [S, 22 (14)] (W-3) 

Accounting depreciation 
Less: Accounting bad debt recovery — Atif 

Accounting bad debt recovery — Aslam 

Tax bad debt- Aslam [S. 29 (3) (b)) (W-2.2) 


Profit before Tax Depreciation, tax amortization and Initial Allowance 


Less: Loss before depreciation ( -830,000 + 705,000) (125,000) 


Less: T: iati ne 2,939,450 
ax Depreciation, tax amort. and Initial Allowance (c/y) (W-4) (725,775) 
Less: Tax depreciation (b/f) 2,213,675 
(705,000) 
1,508,675 
(W-2.1) Tax Bad debt Recovery- f 
Amount Recovered 
Less: pise Bad debt 700,000 
Ss: Previously allowed : 800,000 
Tax Bad debt Recovery aiia ——(50,000)_ — (250,000) 
450,000 
(W-2.2)Tax Bad debt Recovery-Aslam a 
ons Recovered 
ess: Actual B 
pE aha 400,000 
Tex Bad debt Recovery *¢* deduction center 
600,000 (600,000) 
(200,000) 
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(W-3) Tax Gain on Disposal of Furniture 


iderati 850,000 
Consideration $ 
: WDV (610,000) 
aisi 240,000 
(W-4) Tax Depreciation, amortization and Initial Allowance[S.22 & 23 
Tax Depreciation as per adjustment (vii) 484,525 
Add: Tax Depreciation on furniture 400,000 x 15% 60,000 
Add: Initial allowance on machinery (500,000 x 25%) 125,000 
Add: Tax Depreciation on machinery (500,000 — 125,000) x 15% = 
725,775 
V-5) Income from Capital 
2 Consideration Received 432,000 
Less: Cost (6,000 x 25) (150,000) 
282,000 
Answer-25 


Mr. Taqi Ahmed 
Income and tax thereon 


> For TY 20X7 
Calculation of taxable income and tax liability 
Income from salary (W-1) 7,788,000 
Income from other source (W-3) 410,000 
Income from property (W-2) 1,200,000 
Income from other sources - FTR bonus dividend - (5,000 x 24) 120,000 
Income from other sources - FTR dividend income (159,375 / 85) x 100 —— 187,500 _ 
Total Income : 9,705,500 
Less: Income from other sources - FTR bonus dividend (120,000) 
Less: Income from other sources - FTR dividend inc. (187,500) 
Taxable income under NTR 9,398,000 
Tax liability - NTR ` (1,095,000 + 3,398,000 x 35%) 2,284,300 
Add; Tax on final tax regime 
- Taxon Bonus dividend (120,000 x 10%) 12,000 
- Tax on Dividend (187,500 x 15%) 28,125 
Total tax liability 
2,324,425 
Less: Tax deducted by ZTL on sal 
ary (2,000,000) 
Tax deducted on bonus shares 
are (12,000) 
Tax deducted on Dividend 28,12 
Tax Payable to/Ref, 
efundable from Government 284,300 
M 
(W-D) Income from salary l 
za € Salary [S. 12 (2) (a)] (*400,000 + (440,000 x 1 1)) 5,240,000 
M veyance allowance = [S, 12 (2) (c)) (40,000 + (44,000 x 11)) 524,000 
cdical allowance (40,000 + (44,000 x 11 ; 
Dail Pt being as per terms [2"¢, Sch C]. 139] E 
ally allowance 
jam bonus (received in TY 20X8) — 
aived b 7 
Dini fae? TE 5 $ (9)] (50,000 x 28 (W-4)) 1,400,000 
- 12 (2) (a)) 60,000 
Gross renta operty [S. 15(1)] 


1,800,000 — 25,000 x 12) 


1,500,000 
ae 
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na s——— 0 0080S SSS SS, 


Less: Admissible deductions 


Repair allowance (1,500,000 x 1/5) 


(300,000) 
1,200,000 
— ee, 
(W-3) Income from other sources 
Rent of amenities and utilities connected with renting of buildin [S. 39 (1) (fa)] 
Se Sh itienities and utilities connected with renting of building 
Gross receipt (25,000 x 12) 300,000 
Less: Expenses (not given) (0) 
300,000 
Prize bond [S. 39 (1) (h)} 110,000 
ee id 
- 410,000 
(W-4) No. of installments paid and waived a 
ee in H > (01/05/2005 to 30/06/2006) 2 months 
lae a Stee (01/07/2006 to 30/06/2007) iZi 
on 1s in TY 2007 (01/07/2007 to 28/02/2007) * 
Total installments paid , 8 months 
Installments waived (50 — 22) 22 months 
"Note: On 31 March 20X7 installments are waives it . 2 
50 N means that no installment is paid in the month of March. 
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er-26 
= Qateel Enterprises 
Income and Tax Thereon 
TY 2023 
Income from business , (W-1) 
Income from capital gain (share disposal) 
Income from other sources - FTR dividend income (W-3) 
Total Income 
Less: Income from other sources - FTR dividend income 
Less: Zakat [S. 60] (100,000 + 1,401,060) 
Taxable Income 
Tax liability on income falling under NTR (465,000 + 324,740 x 30%) 


Add: Tax on Dividend 


Less: Tax on Dividend 
Advance Tax paid to KE 
Advance tax paid 

Tax refundable to QE 


(W-1) Income from Business 
Profit before tax 


Add: 


((W-2) 800,000 x 15%) 


((W-2) 800,000 x 15%) 


Accounting depreciation (including on leased assets) 


Renewal of license — intangible 
Security deposit to KE 
Advance tax collected by KE 


Donation — poor families — not allowed 
Zakat 


Penalty paid to Govt. [S. 21(g)] 
Finance charges on lease 


Less: 
Amortisation on license [S. 24(4)] 
Vehicle tax paid (allowed even if paid in cash) [ 


idend Income — falling under FTR [S. 5] 
Capital Gain on sale of shares 


Lease Rentals [S, 28(1)(b)] 
Tax depreciation [S. 22] 


(W-2) i sation 
Depreciation on ware house 


lation on machine purchased 
Tax Depreciation (given) 


(W- , 
3) Net p aof ount of dividend 
€t Dividend 


Fine for violation of contract (allowed not being paid to Government) [S. 20(1)] 
(450,000/15 years) 


: S. 20(1)] [S. 210)(v)] 
oe (allowed because wholly and exclusively for business) [S. 21(d)] 
i 


(W-2) 


(4,888,000 x 10%) 
(100,000 x 15%) 


$80,000 — dividend - Tax Deducted - Zakat Paid 
xX 


~ 15% of X 


- 100,000 


3,625,800 
1,200,000 
800,000 
5,625,800 
(800,000) 
4,825,800 
(1,501,060) 
3,324,740 


- $62,422 
120,000 
682,422 

(120,000) 
(300,000) 
(480,000) 
(217,578) 


2,809,297 


2,498,940 
450,000 
185,000 


300,000 
64,600 
1,401,060 
25,000 
35,703 
4,960,303 


30,000 


580,000 
1,200,000 
270,000 
2,063,800 
(4,143,800) 
3,625,800 


488,800 
15,000 
1,560,000 
2,063,800 


= 8000,000 
441 | ee 
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Answer-27 


Computation of Income and Tax Thereon 


\ 


Mr. Ahmer Ghazi 


For TY 20X8 


Rupees 
(W-1) 11,387,333 
Income from salary = i 60,000 
Income from capital gain — Disposal of shares Leta co [60,000(W-3)] 225,000 
Income from other sources — From TV Channel [S.39(1)(b)] 256,000 
Income from property wa) 11,928,333 
Taxable Income under NTR 3,169,917 
9, 
Tax liability on income under NTR (1,095,000 + 5,928,333 x 35%) 1,244,000) 
Less: Tax deducted by DPL 1,925,917 
Tax Payable to Government — 
-1) Income from salary 
Sah ay [8.12 (2)(@)] (650,000 x 12) 7,800,000 
House rent allowance [S.12 (2)(c)] (95,000 x 12) 1,140,000 
Medical allowance Clause 139 (70,000 x 12) 840,000 
Health insurance- Exempt being as perterms Clause 139 ‘A - 
Production target reward 8.12(2)(a)] 180,000 
Interest on Joan outstanding [S.13 (7)] (5,000,000 x 4%x 11/12) 183,333 
Withholding Tax reimbursed by employer [S.12 (2)(d)] 1,244,000 
11,387,333 
EE salt atic 
-2) Gain on release of restriction on shar. already taken to income from salary on 31.12.x6 [S.14 
FMV shares (10,000 x 23) 230,000 
s: 
Cost of shares 
Cost of right > 
230,000 
-3)Income from Capital Gain{S.14 (4 i AP 
pa received (6,000 x 33) 198,000 
Cost of shares 
Cost of right y 
30,000 (w- s 
Income from salary eee ee?) E 6,000) 138,000 (138,000) 
{W-4)Income from Property anaes OOD. 
Rental received 4 
Less: Admissible deductions (40,000 x 8) 320,000 
Repair allowance (3204.3 , 
JX T/ 
7 64,000 


256,000" 
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Answer-2 Mr. Saleem 
Computation of Taxable Income and Tax Liability 
TY 2025 
me from business — (W-1) 
a from capital gain — NTR , (W-2) 
Income from capital gain — securities (Note-1) 
Total Income 


Less: Gain on disposal of securities — taxable separately 
Taxable income under NTR 


Tax liability on income under NTR ” (765,000 + 918,424 x 35%) 
Add: Tax on gain on disposal of securities [Note-1| 

- Moon limited 

- Planet limited 


Tax payable to Government 


Items not included in computation of taxable income 
[Note-1] There is a net loss of Rs. 450,00 


0 on the disposal of securities as computed below: 


Loss on sale of shares of Moon Limited [S. 37A(5)] 
Gain on sale of shares of Planet limited [S. 37A(5)] 
Loss 


Loss of Rs. 450,000 shall be carried forward to subsequent 3 tax years, 


(W-1) Income from Business 


Accounting profit 
Add: 


Annual rent 


Accounting depreciation of car 
Financial charges 


Tax gain on disposal vehicle (W-1. 1) 
Less: 
Accounting gain on vehicle 


rentals paid {8.28 (1)(b)] (857,000 x 70%) 
* accounting Gain on the sale of all shares 


[S.21(c)] 


Income from business 


(W-1.1) Di osal of pas 
A e ra i 
Considerati ae i r trans vehicle [S. 22(13)(a)] 
W 


[8,000,000 x (7,500,000/8,500,000) 
n down value on Disposal (W-1.2) 


=1.2) Tax Written do 
pest E Peg oe value (WD 


Tax Woy reciation “TY 2025 (7,500,000 x 15%) 


443 


Rupees 
4,418,424 
500,000 


4,918,424 


ee 


4,918,424 


c 


1,086,448 


1,086,448 


| 


(700,000) 
250,000 


re 
(450,000) 


2,162,500 


400,000 

599,900 

50,000 
1,049,900 
4,418,424 


7,058,824 
6,375,000 


683,824 
ts 


7,500,000 
1,125,000 


6,375,000 
se 


500,000 
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nswer -29 
Saeed 
Income & Tax Thereon 
For tax year 20X9 s 
— U pees 

Income from salary HPL (W-1) 6,111,500 

Income from other source - FTR dividend income (W-2) 750,000 

Total income s 6,861,500 

Less: Income from other source - FTR dividend income 4 750,000 
6,111,500 

Less: Deductible allowances: 

Zakat paid [S.60] — (62,500) | 
Taxable income 6,049,000 
Tax liability (1,095,000 + 35% x 49,000) ` 1,112,150 
Add: Tax on final tax regime 

- Tax on dividend income (W-2) (750,000 x 15%) 112,500 
Total tax liability 1,224,650 
Less: Tax already deducted 

- Tax on dividend (112,500) 

- Tax withheld on salary 1,300,000 
Net tax refundable (187,850) 
Workings 
(W-1) Income from salary - HPL 

, Rupees 
Basic salary [S.12(2)(a)] (600,000 x 9) 5,400,000 
Medical allowance [S.12(2)(c)] (66,000x9) ., 594,000 
Less: Exempt upto 10% of basic salary  [2™ Sch. Clause 139] (5,400,000 x 10%) (540,000) 54,000 
Bonus (received after year end) [S.12(1)] - 
Company maintained cars: [S.13(3)] 

- For official use costing Rs. 3,500,000 S - 

- For personal use (1,900,000 x 10% x 9/12) 142,500 
Free food provided in lunch [S.13(13)] 80.000 
Special allowance of Rs. 5,000 p.m x 9 months (for official duties) 45,000 
Provident fund: 

- Employee contribution 

- Employer contribution (60,000 x 9 

Less: Exempt upto lower of ) 540,000 
- 1/10 x 5,400,000 = 540,000 
150,000 (150,000) 390,000 __ 
(W-2) ‘Tax on dividend income 5,111,500 
Net dividend = Gross dividend — Zakat — income tax 
575,000 ui x = 62 500 — 0 15 
0.85x = 637,500 i iida 
_ 637,500 


0.85 
Gross dividend = 750,000 
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Answer-30 
Mr. Amjad 
Computation of Taxable Income 
For tax year 2023 


Income from other sources 
Factory building at Sukkur — Basit (W-1) 


Income from property . (W-2) 


Income from capital gain 


Disposal of immovable property (65 million - 40 million) 
Total Income 


Less: Income from capital gain 
Taxable income — taxable under NTR 


(W-1) Income from other sources (Sukkur Factory) 


Rental Income (500,000x6) 
Less: Admissible expenses 

Repair to building [S.40(1)] 

Repair to machinery [S.40(1)] 

Ground rent [S.40(1)] 


Insurance — Building [S.40(1)] 
Tax Depreciation: Building — Normal dep. [S.40(3)] [Rs. 4mill. @ 10%] 


Plant (N-1) — Normal dep. (S.40(3)] [Rs. 6mill. @ 15% ] 
Interest on loan from Shamshad [Rs. 2mill. @ 18% x6/12] 


Net Income 


(W-2) Income from property 
al Inco 
Residential property at DHA — Karachi (300,000x12) 
Amount forfeited from Zeeshan 
Gross rent chargeable to tax 


: Admissible deductions 
Repair al lowance 


Ground rent (3,600,000 x 1/5) 
Insurance building 


Note.]: : , 
As plant is already installed so no initial allowance is calculated. 


Ru pees 
1,000,000 


7,850,000 


_25,000,000_ 
33,850,000 
(25,000,000) 


_—_—— 


8,850,0000 
ee 


3,000,000 


270,000 
50,000 
50,000 

150,000 

400,000 

900,000 

180,000 


(2,000,000) 


1,000,000 
V—_—_———.... 


3,600,000 
5,000,000 
8,600,000 


(720,000) 

(10,000) 

_ — (20,000) 

7,850,000 
220,000 
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Note for students: 


If method of accounting is changed from cash to accrual basis, opening stock of current ie „i sarni the 
closing of previous year (calculated using prime cost method) thus there will be no error in e pi E g given 
in question, However at year end, the closing stock should be calculated using absorption cost me i 
Shahid Enterprises 

Income and Tax Thereon 
For the tax year 30 June 2022 


B 
Income from business (W-1) 269 
Income from capital gain — securities (45 + 6.75) ; 51.75 
Income from other sources — FTR profit on debt =a ps 
Exempt income — agriculture income 
Total income 6,750.75 
Less: Gain on disposal of securities — taxable separately (51.75) 
Less: Income from other sources — FTR profit on debt (450) 
Less: Exempt income — agriculture income 980 
l - 5,269 
Less: Zakat . ' [S.60] ; 93.75 
Taxable income - 5,175.25 
Tax liability (765,000 + 1,175,250 x 35%) : 1,176.34 
Add: Tax liability on separate block 
Tax on disposal of securities (51.75 x 12.5%) l 6.47 
Add: Tax on profit on debt (450 x 15%) 67.5 
Total tax liability 1,250 31 
Less: Tax already deducted: ao 
Tax deducted by customers í 
Tax deducted on profit on debt i 
Tax deducted on securities - 
Tax payable/(refundable) — 67 
iSO 
(W-1) Income from business 
Profit before tax 
Add: Inadmissible deductions/Adjustments 3927 
Adjustment of closing stock (3,200 - 2,800) [S.35] 
Payment without deduction of tax S. 400 
Capital expenditure [S.21(c)] (W-2) 440 
Penalty foes 1(n)] 950 
. 21 
(g)] 465 
~~ rbd em deductions/Adjustments 2,255 
reignt charges paid in cash of Rs 8S(All 
Salary paid to shah id ra Owed) [8.21 0) 
Capital gain id brother of Rs. 80 P.m,(allowed) x 
Profit on debt à 
Rent from agriculture land (45) 
[S.41] (450) 
Profit before depreciation ; 980 
Less: Tax depreciation (c/f) (1,475) 
Less: Tax d i tl 
: epreciation (b/f) rw. (870) 
Income from business ina 5,837 
___(568)_ 
5,269 
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(W-2) Packing Material 


Purchases disallowed (lower of): 


- Purchases on which tax not deducted; or 2,200 
- 20% of total purchases (20% x 2,200) 440 440 
(W-3) Current Year Tax Depreciation and Amortization 
Tax Amortization (950/5) (S.24] pes 
ciation 
Tax depre 870 
32 
Answer-s< Mr. Sageer 
Income and Tax Thereon 
For TY 2020 
Rs. 
Income from salary , (W-1) ` 4,045,000 
Income from capital gain — Disposal of securities (Sep. block) (W-2) (N-1) - 
Income from capital gain — Disposal of residential plot (Sep. block) : © (W-3) - 11,000,000 
Income from capital gain — Disposal of constructed property (Sep. block) (W-3.1) 1,000,000 
Income from business — Foreign source income (W-4) ` 777,913 
Total income 16,822,913 . 
Less: Income from capital gain — residential plot (11,000,000) 
Less: Income from capital gain — constructed property (1,000,000) 
Total income 4,822,913 
Less: Zakat 1,446,874 
Taxable income under NTR 3,376,039 
Tax liability on income under NTR (165,000 + 976,039 x 22.5%) 384,609 
Less: Tax reduction because of full time teacher 
[435,000 + (27.5% x 445,000)] = 557,375 x 25% 139,344 
245,265 
Less: Foreign tax credit on income from business (lower of): 
- Pakistani average rate of tax (245,265/3,376,039) x 777,913 = 56,514 
~ Foreign income tax paid (W-4) 62,233 ——_ (56,514) _ 
188,751 
Add: Tax on Separate block income 
: a on disposal of plot (Exempt as holding period is more than 6 years) : 
~ *@X on disposal of constructed property (1,000,000 x 10%) 100,000 
Total tax payable — aa 
: 288,751 
Less: Tax deducted on salary 
Tax payable to/refi 160,000 
Mn re undable from Government 128,751 
WORKIN be disposal of securities amounting to RS. 41,925 can be carried forward to three subsequent tax years, 
IC Sa ; 
Medical a [S.12(2)(a)] (200,000 x 12) 2,400,000 
Insurance prema fe ’ y yat ai 12(2)(c)] (20,000 x 12) 240,000 
R per terms (Exempt) 5 
eco A P 
Higher of" Provided [S.13(12)) 
Pai ot basic salary (2,400,000 x 45%) 1,080,000 
Employ ee contribution rent of accommodation (80,000 x 12) 960,000 1,080,000 
™Ployer contributi - 
E tion to provident fund 15,000 x 12 
„>: Exempt up to lower of (15,000 x 12) 180,000 


10% o basic sal 
(ieee ary + dearness all, 
ie at 2,400,000 = 240,000) or 


(150,000) 30,000 
Tf aetna catenins a_i 
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Shares acquired under scheme [S.14(2)] 

Fair market on date restriction released (10,000 x 142) 1,420,000 

Less: Cost of shares (10,000 x 105) (1,050,000) 

Less: Cost of rights (175,000) 195,000 

Interest benefit [S.13(7)] (Exempt because similar benefit provided by employee) - 

Leave encashment 100,000 
4,045,000 

es 


(W-2) Gain/loss on disposal of securities — Income from capital gain 
(5,000 x 135) 675,000 


Consideration received 


Less: Cost 
Cost of shares 1,050,000 
Cost of right 175,000 
Amount charged under salary 195,000 
1,420,000 
(1,420,000 x 5,000/10,000) —_{710,000) 
(35,000) 
Less: Notional expense (675,000 + 710,000) x 0.5% ___ (6,925) 
(41,925) 
(W-3) Gain/loss on disposal of residential plot — Income from capital gain 
Consideration received on disposal of residential plot 18,000,000 
Less: Cost _(7,000,000) 11,000,000 
(W-3.1)  Gain/loss on disposal of constructed property — Income from ital gain 
Gain on disposal of constructed property [15,000,000 - (19,000,000 - 5,000,000)] 1,000,000 
(W-4) Income from Business — Foreign Source 
Net income (USD 4,260 x 168) 715,680 
Add: Withholding tax (715,680/92 x 8) 62,233 
777,913 
Answer-33 
(a) 
Farheen 
Computation of Income 
For TY 2020 
Income from Rupees 
Income from ie a (W-1) 1,976,000 
Total income (W-3) 3,690,000 
—— 2,666,000 _ 
(W-1) Income from propert 
Rent from Bungalow - Abbas 
Rent from Bungalow — Zafar [175,000 x 9} 1,575,000 
Non-adjustable security deposit ~ Zafar (175,000 x 3) 525,000 
, (W-2) 150,000 
Pole oa for sale of plot z 2250,00 
iez ii : argeable to tax 176,000 
ae missible deductions 2,426,000 
epair allowance 
[2,250,000 x 1/5] (450,000) 


1,976,000 


448 5 
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(W-2) Non-adjustable advance 
Received from Zafar 
Less: Already taxed 

- InTY 2016 

- InTY 2017 

- InTY 2018 

- InTY 2019 


(W-3) Income from other sources 
Security guard's salary l 
Less: Payment for security services 


Deposit for vacating the office 


(2,500,000/10) 
(2,500,000/10) 
(2,500,000/10) 
(2,500,000/10) 


[50,000 x 12] 
[40,000 x 12] 


[(2,400,000-2,000,000)/1 0] 


2,500,000 


(250,000) 
(250,000) 
(250,000) 


250,000 
1,500,000 /10 


150,000 


600,000 
(480,000) 120,000 


40,000 

Rentals from lease of factory with machinery [500,000 x 7] 3,500,000 

Additional payment of delayed refund [S.39(1)(cc)] 30,000 

Income from other sources 3,690,000 
(b) (i) Ahmed is a returning expatriate because he was not a resident in any of the preceding four tax 


years. Therefore, his foreign source income for th 


[S.51 (1)] 


(ii) Salary exceeding Rs. 32,000 per month should be 
employees’ bank account after deduction of tax (if 
from business. In this case, although Ahmed had de 
paid the monthly salary of Rs. 70,000 ((840,000/2 


expense will be disallowed. 


(iii) Cost of feasibility study conducted before 
definition of pre-commencement ex 
line bases. Therefore, the full amo 
allowed a deduction of Rs. 120,000 


(600,000x20%) as amortization. 


(iv) onation to non-profit organization in USA 


No tax credit will be allowed for don 
it does not fall under the definition o 


2001. 


A tax credit under section 61 on the 


Government hospital or to a hospital listed in 13 Schedule. 


e tax year 2020 from the restaurant is exempt. 


paid through cheque or direct transfer to the 
any), to claim it as a deduction from income 
ducted tax at source from salaries, however he 
)/6) to each employee in cash. Therefore, this 


commencement of the business falls under the 
penditure on which 20% amortization is charged on straight 
unt of this cost will be disallowed and Ahmed will only be 


ation paid to the non-profit organization in USA because 
f non-profit organization as per the Income Tax Ordinance, 


donation paid will be allowed if donation is made to 
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Answer-34 


Asghar & Company 
Income and Tax thereon 


TY 20X2 


Income from business (W-1) 
Income from capital gain — separate block 
Income from other source - FTR dividend income (W-4) 


Total Income 
Less: income from capital gain — separate block 
Income from other source - FTR dividend income 
Total Income -NTR ` 
Less: Zakat [S. 60] 
Taxable income — NTR 
Tax liability [765,000 + (35% x 2,617,000)) 
Less: Donation to hospital established by local government 
(1,681/6,617) x 1,985 
C is lower of 2,300 or 30% x 6,617 = 1,985 
Tax liability - NTR 
Tax on separate block income: 


Tax on gain on disposal of shares of public company (660 x 12.5%) 


Tax on FTR income: 


Tax on dividend income (240 (W-4) x 15%) 


Total tax liability 
Less: Tax already paid/deducted: 
- Tax collected at import stage 
- Advance tax paid 
- Withholding tax deducted 
- Tax deducted on dividend 
Tax refundable to Asghar & Company 


-1) Income fro usiness 
Profit before tax 


Add: Raw material and finished goods disallowed (W-2) 
Accounting depreciation 
Provision for slow moving inventory 


Donation paid to hospital established by local government 
Reward paid in cash to salesman [Tota] — Allowed] (W-3) = [19,765 — 19,265] 


Installation charges of imported plant 


Less: Expenditure on Eid Milan 
Aare paid to a customer 
ividend received from listed com 
Gain on sales of shares of APL sila 
Initial allowance of imported plant (2,500 + 


Tax depreciation of im orted pl 
Amortisation of A Plant (2,875 — 


Tax depreciation on other assets 


party (allowed as deduction) 


450 


(allowed being not paid to govt.) 


ate = 2,875 x 25% 
x 15% 
pre-commencement expenditure (3,400 x 20%) 


Rs. in ‘000 

6,647 

660 

240 
7,547 
(660) 
(240) 
6,647 

(30) 
6,617 
1,681 


(504) 


1,177 
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(W-2) Purchase disallowed (lower of) 


- Purchase on which tax is not deducted 
- 20% of purchase (7,800 x 20%) 


(W-3) Advertisement allowed (lower of) 


- Actual (19,765 — 500) 
- 10% of sale (324,850 x 10%) 


(W-4) Calculation of gross amount of dividend 


Net Dividend = Gross dividend - Tax Deducted - Paid 
3 


174 =X - 15% of X - 30 
X (Dividend) =240 


Answer-35 


Kamyab Enterprises 
Income and Tax Thereon 
TY 2025 


Income from business (W-1) 

Income from capital gain (W-2) 

Income from capital gain ~ separate block (W-3) 
Income from other sources (W-4) 

Total income 


Less: income from capital gain — separate block 
Taxable Income — NTR 


Tax liability on income falling under NTR 

Less: Tax credit on donation [S.61] (4,331,658/ 14,190,45 
C is lower of: 1,000,000 

Net tax liability NTR 

Add: Tax on separate block — Shares of Himmat Ltd. 

Tax payable by KE 


(W-1) Income from Business 
Profit bef 


ore tax 
Add: 


0) x 1,000,000 
or 30% of 14,190,450 = 4,257,135 


(250,000 x 10%) 


Accounting depreciation 

Salary paid in cash 

Scientific research expense paid outside Pakistan 
Instalment of industrial plot (capital expenditure) 


Purchase of goats for Eid-ul-Azha (personal expenditure) 
Donation to approved non-profit organization 


Less: Tay depreciation [S. 22] (W-5) 
Tax Loss on disposal of motor vehicle (W-6) 
aries to scientist (allowed) 
Materia] Cost (allowed) 
ax refund 
Capital gain on sale of shares (430,000 + 250,000) 
451 


(765,000 + 10,190,450 x 35%) 


7,800 
1,560 


19,265 
32,485 


Rs, 

13,680,450 
430,000 
250,000 
80,000 
14,440,450 
(250,000 
14,190,450 
4,331,658 
(305,252) 


4,026,406 

25,000 

4,051,406 
LS 


Rs. 
12,707,000 


1,400,000 
40,000 
700,000 
650,000 
225,000 
1,000,000 


(3,04) 550) 
13,680,450 
— 
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TT 
(W-2) Income from Capital Gain 4 
Gain on disposal of shares of Manzil Limited 7,000 
(W-3) Income from Capital Gain — Separate Block 250 
Gain of disposal of shares of Himmat Limited (Separate Block) 1000 
(W-4) Income from other source 80,000 
Additional payment on delay in tax refund d 
(W-5) Calculation of tax depreciation & initial allowance 
Depreciation on plant & machinery ; 6,860,000 x 15% WERN 
iati ter & related products 
pa iii f (800,000 x 30%) 240,000 
- Additions during the year 
p Initial allowance (150,000 x 25%) 37,500 
Depreciation (150,000 — 37,500) x 30% 33,750 
Depreciation on motor vehicles  ((3,000,000 — 722,500 (W-6.1) x 15% x 80%) ee 
1,613,550 
(W-6) Tax Gain/loss on disposal of motor vehicles 
750,000 


‘onsideration received 
ess: Tax written down value (W-6.1) 
Add: Deductions not allowed 


TY2023 
TY2024 (778,000) 
Loss on disposal __(28,000) 
-6.1) Calculation of Tax WDY Normal 
. Depreciation Depreciation Depreciation 
Calculation Allowed not allowed 
@15% Dep * 80% Dep * 20% 
Cost (15.6.23) 1,000,000 
Depreciation (1,000,000 x 15%) (2023) (150,000) 120,000 30,000 
WDY as on 30.6.23 850,000 
Depreciation (850,000 x 15%) (2024) (127,500) 102,000 25,500 
WDYV as on disposal 722,500 š 
Answer-36 
Mr. Nauman 
Total income & taxable income 
For tax year 2021 
Income from salary i Ru 
Income from property 2 hal ) 3,358,000 
poe fon other source i 406,000 
ncome from other source — FTR 50,000 
Total income eine (W-2) 600,000 
Less: Income from other source ~ FTR (Profit on debt) 4,414,000 
Less: Deductible allowances: ier 
Zakat paid noma 
Taxable income under NTR [9.00] 200,000 
3,614,000 
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(W-1) Income from salary 


Basic Salary [S.12(2)(a)] (120,000 x 12) 1,440,000 
Medical allowance (20,000 x 12) 240,000 
Less: Exempt up to 10% of basic salary (1,440,000 x 10%) (144,000) 

[2" Sch. Clause 139] 96,000 
House rent allowance — [S.12(2){c)] (60,000 x 12) 720,000 
Car provided [S.13(3)] (1,400,000 x 5%) 70,000 
Car transferred (S131) (1,000,000 — 450,000) 550,000 
Employer contribution to provident fund ` (18,000 x 12) 216,000 


Less: Exempt up to lower of: 
- 10% of basic salary and dearness all. (10% of 1,440,000 = 144,000) or 


- 150,000 (144,000) 72,000 
Interest credited 540,000 


Less: Exempt up to (higher of) 
- 1/3" of (basic salary + dearness allowance) (1/3 x 1,440,000) = 480,000 


- 540,000 / 18% x 16% = 480,000 (480,000) 60,000 
Education allowance 300,000 
Relocation allowance Exempt - 
Performance bonus (will be taxed in TY 2022) - 
Interest benefit on loan outstanding [S.13(7)] (5,000,000 x 4% x 3/12) 50,000 
Less: legal expenses (deduction not allowed under the head income from salary) - 

3,358,000 
(W-2) Profit on debt - FTR 
Net interest income = Gross interest income — income tax 
510,000 =x —0.15x 
0.85x = 510,000 
_ 510,000 
a = “0.85 
Gross interest income = 600,000 
(W-3) Income fi ro 
Rental [(1,200,000 — 400,000) = 800,000 x 9/12] 600,000 
Less: Admissible deductions 
Repair allowance (600,000 x 1/5) (120,000) 
Insurance premium (50,000) 
Rent collection charges and admin expenses 
Lower of: (24,000) 
> Actual expense or = 30,000 : 
> 4% of gross rent chargeable (600,000 x 4%) = 24,000 
406,000 
(W-4) Income from other sources 
Gross receipt (400,000 x 9/12) 300,000 
Less: Expenses (250,000) 


50,000 


ge 
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Answer-37 
a) l 
Mr. Basit re 
Computation of tax liability 
For tax year 2022 


Pakistan Source Incomes: 

Income from salary 

Income from other source 

Income from capital gain — separate block 

Foreign Source Incomes: 

Income from salary — Exempt (3,200 x 3 month x 250) 
Income from Other Source 

Total Income 

Less: Foreign source salary — exempt 


Taxable income 

Tax liability [1,095,000 + 35% x 3,053,500] 

Less: Foreign tax credit (lower of) 

Foreign tax (225 x 250) = 56,250 

-Pakistani tax (2,163,725/9,053,500 x 250,000) = 59,748 


Net tax liability - NTR 
Less: Tax already deducted 
Tax payable/ (refundable) 


(W-I) Income from salary 
Salary (610,000 x 7) 
Allowance for services of domestic servant (60,000 x 7) 
Allowance @ 5% of salary for official duties (4,270,000x5%) 


Acquired car on lease (no benefit is given by employer) 


Shares acquired under employee share scheme: 
FMV of shares on the date restriction is lifted (13,000 x 90) 


Less: Cost of shares (13,000 x 30) 
Leave encashment 
Gratuity approved by Board 
Less: Exempt 
Salary arrears of tax year 2021 


(W-2) Income from capital gain (Disposal of securities) 


Consideration received 

Con l (5,000 x 80) 
Cost of shares 

Amount charged under the head salary 


(W-1) 
(W-3) 
(W-2) 


(W-4) 


1,170,0 


2,200,0 


(300.000) 


(1,170,000/13,000 x 5,000) 


Loss 


(W-3) Income from other source 
Gift received from friend - gold 


(W-4) Foreign source income 


Gross receipt 
Deductions 


Profit (1,000 x 250) 


454 


Rs, 
8,603,500 
200,000 


2,400,000 
250,000 


11,453,500 
(2,400,000) 
9,053,500 


pe Bey 
(56,250) 


2,107,475 
(1,400,000) 
707,475 


4,270,000 
420,000 
213,500 


00 


780,000 
320,000 


00 


1,900,000 


700,000 
8,603,500 


400,000 


390,000 
780,000 


1,170,000 
(450,000) 
(50,000) 
200,000 
__ 200,000 
GBP Rs. 
1,500 
(500) 
1,000 
250,000 
(68°F CamScanner 


Chapter 18: Numericals Income Tax 


b) Where any salary is paid to an employee in arrears; and because of this employee's income is charged at higher 
rate as compared to the rate that was applicable if the salary was paid in the year he rendered the services, he 
may, give notice to the Commissioner, and elect the rate applicable in the year in which he earned salary i.e. tax 
year 2021. 


c) Basit is required to furnish a foreign income and assets statement giving particulars of: 
(a) total foreign assets and liabilities as on 30 June 2022; 
(b) any foreign assets transferred by the Basit to any other person during tax year 2022 and the 
consideration received; and 
(c) complete particulars of foreign income derived, and the 


expenditure incurred during tax year 2022 
and that the expenditure is wholly and necessarily for th 


e purposes of deriving the said income. 


Answer-38 Aakash 
Computation of tax liability 
For tax year 2022 
Rs. in million 

Income from other source (W-6) 6.4 
Income from business — speculation n (W-7) 23 
Income from capital gain- NTR (W-8) 3.6 

33 
Less: Income from business — non speculation (W-1) (124.3) ~ 
Income from capital gain — (disposal of immovable property) - separate block 20.0 
Total Income 20.0 
Less: Income from capital gain — separate block of income : (20.0) 
Taxable income = 
Add: Share from AOP ' 70 
Taxable income for rate purpose 70 
Tax liability ara 
Actual tax liability 


Add: Tax on separate block of income 


- Disposal of plot (20.0 x 7.5%) 1.5 
Tax payable to government 


cif loss from business — non speculation (124.3 — 33) 
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(W-1) Income from business 
Loss before tax 

Add: 

Commission expense disallowed (Total — allowed) ( 2.5 — 0.1(W-2)) 
Accounting depreciation 

Tax Bad debt recovery from Shameem 

Outstanding payments for more than 3 years (TY 2018) 
Outstanding payments for more than 3 years (TY 2019) 


Financial charges waived by the bank [S.18 (1) (d)] 


(W-4) 
[S.34 (5)] 
[5.34 (5)] 


Less: 

Penalty (allowed not being paid to government) 

Freight charges paid in cash (allowed even if paid in cash) 
Insurance claim received 

Tax loss on disposal of vehicle 

Accounting bad debt recovery — S 

Accounting bad debt recovery — F 

Tax Bad debt — Faheem (W-5) 
Rental income — Chargeable under income from other sources 

Tax depreciation 


(W-3) 


Income from non-speculation business 


(W-2) Commission allowed 
Lower of: 


- Actual amount 
- 0.2% ofsale of 50 


(W-3)Tax gain / (loss) TY 2022 on vehicle 


Consideration received `- [S.22(13)(a)] 
Less: Tax written down value (W-3.1) 


75 
[sx = 
(W-3.1) Tax WDV 
Cost of vehicle 
eas (2020) (7.5 x 15%) 


ess: Depreciati 
rich preciation (2021) (6.4 x 15%) 
(W-4) Tax Bad debt recov 
Amount received 
Less: Actual amount of bad debt 
Less: Previously allowed as deduction 


(W-5) Tax Bad debt - Faheem 


Amount received 


— Shameem 


Less: Actual amount of bad debt 
Less: Previously allowed as deduction 
45h 


(107.3) 
(124.3) 


. a 
p~» 


caper SI e 


Income from other sources 


pe leasing of property together with plant & machinery (1.8 x 12 months) 21.6 


Rental income from 
Less: Deductions 


Tax depreciation of building (85 x 90% x 90%) = 68.9 x 10% (6.9) 
Tax depreciation of plant (34 x 15%) (5.1) 
Repair and maintenance (3.2) 

6.4 


(W-7) Income from business - speculation 


i ivative contract 23.0 
Net gain from derivat 23.0 
| (W-8) Income from capital gain-NTR 
Sale of private company shares - NTR 36 
3.6 
Answer-39 
Azadi and company 
Income and Tax Thereon 
TY 2022 
Rs. In 000 
Income from business (W-1) Š 
Taxable Income — NTR — 
Tax liability(Higher of) 
- Tax under normal tax regime $ 
- Tax on tumover (320,000 x 1.25%) 4,000 4,000 


c/f income from business loss of Rs. 29,765,000, 


QW-1) Income from Business 
Loss 


Add: Payment for purchase of machine 

Purchase disallowed (W-4) 

Commission paid to partner 

Cost of software 

Accounting depreciation on leased asset 

Finance charges 
Less: Initial allowance (W-3) 
Tax depreciation (W-3) (579 
it loss on disposal of old machine (W-2) (000) 
è p loss (18,000 — 12,000) (6000) 

alary to office boy (Allowed being upto Rs. 32,000) iii 

Warehouse rent l 
Bad debt written off 
Scholarship to Sara 


‘en amortization (6,400/5 x 91/365) 
fase rentals (3,000 /1 0,500 x 2,500) x 80% 
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(W-2) Tax Gain/(loss) on Disposal TY 2022 


‘Consideration (Fair value) 
Less: Tax Written down value on Disposal 
Tax loss on disposal 


(W-3) Initial allowance and tax depreciation on new machine 
P 


ayment made (12,000 — 2,000) 
Fair value of old machine 
Cost [S. 76] ssi) 
Less: Initial allowance (14,000 x 25% 
Less: Tax depreciation -TY 2022 (10,500 x 15%) 
Tax WDV 


(W-4) Purchase disallowed (lower of) 


- Purchase on which tax is not deducted 
- 20% of purchase (120,000 x 20%) 


b) 


by Sara from AC is exempt from tax, 


Answer-40 

Mr. Nasir 

Income and Tax Thereon 
For TY 2022 

Calculation of taxable income and tax liability 
Income from salary (W-1) 
Income from other source (W-2) 
Total/Taxable income 


Tax liability (1,095,000 + 13,727,000 x 35%) (2) 
pani an = on charity (not allowed because paid in cash) 
s: Tax credit on approved ension fund [S.63 
Choe j Eper H [S.63] (5,899,450/1 9,727,000 x 3,945,400) 
- 20% of 19,727,000 
= 3,945,400 


ax liability of income falling under normal tax regime 


s$: Tax deducted by employer 
ax payable to/ refundable from Government 


iän 


4,000 
(5,000) 
I, 
——{1,000)" 
10,000 
——_ 4,000 
14,000 
(3,500) 
10,500 
"a ( 1,575) 
8,925 
40,000 
24,000 


As Sara is an employee of AC and employee is not considered as an associate of employer, the scholarship received 


18,727,000 
1,000,000 


19,727,000 
le lien het 


5,899,450 


(-) 
(1,179,890) 


4,719,560 
(4,500,000) 
219,560 
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Workings a 
(W-1)_ Income from S815 2X] (807,000 x 12) 9,600,000 
spar anpe AA (400,000 x 12) 1,200,000 
eT ihe i (200,000 x 12) 2,400,000 
czcommodation provided [S.13(12)] 
OO a uaa (9,600,000 x 45%) 4,320,000 
a oe rent pe Se (300,000 x 12) 3,600,000 4,320,000 
‘ded [S.13(3)] (4,000,000 x 5%) 200,000 
Aa E Ep (250 x 180 x 12) x 30% 162,000 
sya (150,000 x 30%) 45,000 
Floapltalization (Exempt being as per terms) aii san 
Ad-hoc relief 


Expenditure of Rs. 200,000 on working from home (No deductions allowed under salary) 


(W-2) Income from other sources 
Cash received as gift 


Car received as gift (Received from relatives so not taxable) 


Answer-41 
a) 
i) 
Nargis 
Resident Individual 
Taxable Income 
Tax year 2022 


Income from capital gain — securities (W-1) 
Income from capital gain—NTR 

Total income 

Less: Income from 


= capital gain ~ securities 
a 


xable Income under NTR 
A HI come from capital gain — securiti 
ain on listed Company shares [3.5 million - 2,1 million] — 0.5% of 5.6 million 


+2) Income from capit in — 
Di fen al gain 
is 
-posal of p r [ As personal car is a movable property, so it is not a capital asset] 
(Loss is not allowed as deduction) 
[8 million - 3.2 million] 


(ii) Tax Liability of Nargis 


Tax liabin As calculated above in (i)] 
Add ility [76 ei 35% x 1,800,000] [A] 


e irom capital gain - securities [ 1,372,000 x 12.5%] [B] 
ty [A+B] 


ET 


1,000,000 


1,000,000 


Rupees 
1,372,000 
5,800,000 
7,172,000 
(1,372,000) 
5,800,000 


1,372,000 


1,000,000 


- 


__ 4,800,000 
5,800,000 
es 


5,800,000 
1,395,000 
171,500 


1,566,500 
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7 Mr. Shahid 


Resident Individual 
Income and Tax Liability 
Tax Year 2022 


Income from property (W-1) : 
Income from capital gains (W-2) - Disposal of immovable PETZ 


Income from other sources (W-3) 
Agricultural Income — Exempt (W-4) 


Total Income : 
Less: Income from capital gain - Disposal of immovable property 


Agricultural Income — Exempt 
Taxable Income under NTR 
Tax Liability [765,000 + 35% x 9,300,000 [A] 


Add: Tax on Separate Block 
- Tax on Disposal of constructed Property [14,000,000 x 5%] [B] 


Tax payable to Government [A + B] 


(W-1) Income from property f 
Amount of forfeited deposit from Zamin [Sec. 15(2)] , 


Less: Admissible deduction: 
- Repair Allowance (6,000,000 x 1/5) 


Income from property 


(W-2) Income from Capital Gain - Separate Block 


Disposal of Bungalow to Kazim [54 million - 40 million] 


(W-3) Income from Other Sources 
Rental Income from factory building along with plant and machinery [S.39 ] 
Less: Admissible deductions: i E ISARD x3) 


Repair and maintenance expenditure [S.40(1)] 
Income from other source 


(W-4) Agricultural Income 
Rent from agricultural land [5,000,000 x 6/ 12] 


Rs 
4,800,000 
14,000,000 
8,500,000 
oe 00,000 
29,800,000 
(14,000,000) 
(2,500,000) 
13,300,000 
4,020,000 


700,000 


4,720,000 
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6, 


12, ] 


- In calculating Income fro 


. Personal moveable ass 


FREQUENTLY ASKED 
QUESTIONS 


If word ‘earned’ is mentioned in question with dividend/interest income, it means it is gross 
amount (before deduction of tax). For calculating tax, simply apply rate on this gross amount of 
dividend/interest, 


If director is an employee of the organization, director’s fee will be added in his Income from 
salary, otherwise it will be included in his Income from other source. 
Loss on “securitics” can be carried forward for 3 tax years while loss on “ 
under normal tax regime, therefore it can be carried fo 
If the question is silent about the com 
considered as private company. 
Interest income may be included in ‘other income’ or may be net off in 
accountant while preparation of profit and loss by accountant. 
In case of calculation of income under the head ‘Income from salary’, 

i. car benefit (car provided by employer to employee) and 

ii. interest benefit on loan 
will be apportioned on the basis of months (For example 7/12 or 5/12 etc.) 


Holding period of shares acquired under employee share scheme shall be calculated from the date 
we acquired the shares or purchased the shares or exercised the right and not the date when the 
restriction was released, 

If in question, you are su 
after allowing foreign t 
Ifan author has receiy 


of receipt) and previo 


capital asset” falls 
rward for 6 tax years. 


pany whether it is public or private, then it will be 


“financial charges’ by 


pposed to calculate minimum tax then 
ax credit and tax credit under $.61-63. 

ed any amount as royalty income 
us 2 tax years. This means, he wil 


you will compare the tax liability 


, it will be taxable in current tax year (year 
l revise the return for previous 2 tax years. 


m property, repair allowance at 1/5 of gross rent chargeable to tax will 
pair expense is given in question, 


ct such as dining table, bicycle, chair 
largeable under any of the head. 


SS on disposal of immoveable property (separate block) is not carried forward. 


be allowed even if no re 


, furniture, car etc. if disposed, the 
gain is not ef ’ 
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CHAPTER 19 
SUMMARIES OF VARIOUS TOPICS 


INCOME 
Basis of Taxation: Receipt basis FROM SALARY 


Deductions: No deductions are allowed un 


der the head ‘Income from Salary”. 


1. Pay, wages, leave pay, payment in licu of Fully taxable 
leave, overtime payment, bonus, commission, i 
fees, gratuity or work condition supplements 
2. Reimbursement of expenses to employee Fully taxable. However expenses reimbursed to meet 
official duty are not taxable, 


3. All cash allowances (other than medical Fully taxable. However allowances paid to meet’ 
allowance) e.g. education allowance, house official duty are not taxable. 
rent allowance, utility allowance, subsistence 
allowance etc. 


relationship we of 
5. Amount paid to fulfill any conditions of 
employment ` 


6. Amount paid on termination of employment Two options . 
(including golden hand shake receipts) 1. Treat in normal way as a part of calculation of 
taxable income 
2. Tax this amount on the basis of last three 
ears average tax rate ` 


7. Amount paid as for agreeing against a Fully taxable . 

a E 
8. Employee Contribution in recognized No separate treatment - 
provident fund 


9. Employer Contribution in recognized Exempt up to lower of: - 
provident fund * 1/10" of basic salary + dearness allowance o 
© Rs. 150,000 
Exempt up to higher of:- ; 
* 1/3" of basic salary + dearness allowance or 
e Interest calculated @ 16% 
Fully exempt 


= 
i= 


10. Interest credited in recognized provident fund 


11. Receipt of Accumulated balance from 
recognized provident fund 


12. Employee Contribution in un recognized No separate treatment 
a 
13, Employer Contribution in unrecognized 
handel aie 
fund 
15. Receipt of Accumulated balance from Employer Contribution + Interest is fully taxable 
unrecognized provident fund 


16. Arrears received Refer the chapter 
17, Interest benefit in respect of interest free loan 
provided to employee 


Interest calculated @ 10% is taxable. 


Interest calculated @ (10% -~ interest rate charged by 
employer) is taxable, 


No interest benefit arising so nothing is taxable 


18. Interest benefit in respect of loan provided at 

interest rate which is lower than benchmark 

rate 

19. Loan provided at interest rate which is equal 
to or greater than benchmark rate 


Chapter 19: Summaries of Various Topics er Ee: 
: » 
vehicle depending on whether it 
20. Conveyance provided to employee partly for | 5% of es Dne EEDE 
peona and gary Ter official use fi of cost or FMV of vehicle depending on whether 
21. Conveyance provided to employee solely for AEAT ok hada’ ed tees rai 
personal use = 
22. Conveyance provided to employce solely for 
business use 


i by employer less 
l : Total salary paid to these persons s 
23. Services of Pepsin jal nite oleae or amount paid by employee to employer for receiving 
sal domestic assistant are pi these services is taxable 
employee 


i fair market value of the utilities provided less amount 
services is taxable aon 
25. Waiver of loan payable by employee to Amount of loan waived is taxable 


26. Liability of employee towards any third party | Amount paid by employer is taxable 
paid by employer 


27. Where employer transfers any property to oad of yo siei less amount paid by 
employee (e.g. house, car, fridge etc. employee to ¢ p. ; l 
28. House provided/ Accommodation provided Higher of following amounts is added: 


- 45% of basic salary or i 


- Amount that would have been paid had no 
accommodation been provided by employer 
30. Government employees: 
Gratuity 


Fully exempt subject to the condition that person is 
Commutation of pension 


citizen of Pakistan. 
Where more than 1 pension is received by a citizen of 
Pakistan than higher amount of pension will be exempt, 
Fully exempt subject to certain conditions 
31. Non-Government employees: 
Gratuity fund approved b Commissioner or Bak a 
Gratuity scheme approved by FBR 
32. Non-Government employees: Exempt up to lower of: 
Unapproved gratuity received or - 50% of amount received or 
Unapproved commutation of pension - Rs. 75,000 
Subject to certain conditions 


Fully exempt Subject to certain conditions 


- Free or concessional services provided by 
transporters, hotels, educational institutes and 
hospitals to its emplo es 


- Gain on disposal of rights acquired under an 


Following is taxable: 
Consideration received against disposal of right — Cost 
paid to acquire right 

Following is taxable: 


of shares at the date of acquisition of shares — 
Cost paid to acquire shares — 
Cost paid to acquire rig 


Following is taxable: 


employee share 


- Shares acquired under an employee share 
scheme without any restriction on transfer 


- Shares acquired under an employee share 
scheme with restriction on transfer (Shares are 


s i FMV of i 
in the possession of employee till the date he rani apr ha = niin AN 
has free right to transfer the shares) Cost paid to acquire shares — 
- Cost paid to acquire ric 
; — acquired under an employee share Following apa m 
= eme with restriction on transfer (Shares are of shares at the date empl i 
posed off by employee before the date he transfer the shares aaa dai 
has free right to transfer the shares) Cost paid to acquire shares 
Cost paid to acqui p 


© acquire right 
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Foreign source salary carned by a citizen of ie 


and remains abroad during th 

Foreign source salary income derived if the 

person receiving this income is a returning 

expatriate i.e. a person remains abroad for last 
ing 4 


Pakistan who leaves Pakistan during a tax year 
tax 


Exempt in the year in which he became resident and 
the following tax year only. 


With holding agent: Employer whether it be individual, AOP or C i i 
income of employee. ompany is required to deduct tax on the salary 


INCOME FROM PROPERTY 


“Rent” means: 


». any amount received or receivable by the owner of land or a building against use of the land or building, and 
e any forfeited deposit paid under a contract for the sale of land or a building. 


Rental of land or building Taxable (higher of following): 
- Actual rent received 
- Fair market rent 


Adjustable advance received from tenant at the time of | No treatment because automatically taxed by becoming 
handing over the prope the part of monthly rental income 


Non-Adjustable (and refundable) advance received from | Taxable in 10 equal yearly installments. 
tenant at the time of handing over the property 


However, if the tenancy changes hands then from the 
amount received from new tenant the amounts already 
taxed in respect of advance received from previous 
tenants will be deducted. The figure arrived out as 
above will be taxable in 10 equal yearly installments 


Forfeited deposit paid under a contract for the sale of | Fully taxable in the year of receipt 
land or a building 


Exclusions from property income 


Following amounts are not chargeable under the head income from property rather they will chargeable under the 

head income from Other Sources: . i 

* Rent received for the provision of amenities, utilities or any other service connected with the renting of the 
building. ; r 

* Rentreceivedin respect of the lease of a building together with plant and machinery. 


Aga 
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INCOME FROM CAPITAL GAIN 


Capital Asset Tax treatment on os osal 

A shares of a company that does not fall under - Gain is chargeabie 

ublic compan definition - Loss is allowed = deduction 
. > = =. b e 

Jewelery, painting, sculpture, drawing or other |- Gain is chargea ; 
work of art, a rare manuscript, folio or book, a Loss is not allowed as deduction 
postage stamp, first day cover, a coin, medallion and 
an antique: 
An asset on whom gain on disposal is exempt 


- Gain is not chargeable 
- Loss is not allowed as deduction 


Immoveable property (As per Chapter 10 Sie ee eee ee 
Securities (As per Chapter 10 
Determination of Cost of Capital asset in special cases 

Scenario  ăć  ăć | Method of determining cost 


If the shares are received by an employee under | e Cost paid by employee to acquire shares 
employee share scheme e Cost paid for acquiring right 

e Amount charged to tax under the head salary 
( In other way: FMV of the shares on the date these 
become chargeable under the head salary) 
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INCOME FROM OTHER SOURCE 
——— EE RER SOURCE 


Tax Treatment 


Additional payment on delayed refund under any tax 
= Taxable after deducting relevant expenses 

Taxable after deducting relevant expenses 

income from the lease of any building together with | Taxable after deducting relevant expenses such as 
em r machine depreciation etc, 

== from provision of amenities, utilities or any | Taxable after deducting relevant expenses 

other service connected with renting of building 
Loan received in cash (other than from bank 
Gift received in cash 

Bonus shares received _ _ 

any other amount received as consideration for the 
provision, use or exploitation of property, including 
from the grant ofa right to explore for, or exploit, 
natural resources 

Any gift received from person other than relatives 


the fair market value of any benefit, whether convertible 
to money or not, received in connection with the 
provision, use or exploitation of prope 

any amount received by a person as consideration for 


vacating the possession of a building or part thereof, 
reduced by any amount paid by the person to 
acquire possession of such building or part thereof 


Rent from the sub-lease of land or a building 


Fully Taxable 
Fully Taxable 
Taxable 

Fully Taxable 
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D BY COMMISSIONER CH -1 


Consequences on not 
complying with the 
notice 


Maximum time 


NOTICES REQUIRED TO BE ISSUE 
with in which 
Commissioner 


a can issue notice 
114) | Notice to file a retum for | Return is to be filed by ` 121 a) (ab) 
a period of less than 12 the date specified in the est judgment 

months notice assessment 
§.121 (1) (ab) 


Return is to be filed Notice may be 


Due date for compliance 


114(4) Notice to file a return of l ; A 
income to a person who within 30 days from the issued in respect Best judgment 
has not filed it date of service of notice of any of the last 5 | assessment 


completed tax 


ears 
116(1) | Notice to file wealth By the due date specified S. 121 (1) (c) 
118(4) | statement in the notice Best judgment 
assessment 


117(3) | Notice to furnish the By the due date specified 
return where person has in the notice 
not informed 
Commissioner about 
discontinuance of 
business 


120(5) | Notice to taxpayer where | By the due date specified | Notice can be S. 120(4) 

120(6) | the return of income in the notice issued within 180 | Return will be treated as 
furnished is not complete days from the end | invalid 
(discussing the of financial year in 


deficiencies) which the return is 


furnished 
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ORDERS REQUIRED TO BE PASSED BY COMISSIONER (CH ~ 1 


Period with in which ord 


Only be issued within 
relates 


er is to be issued 


21(1),G) | Assessment order in which 
best judgment assessment is 


made 
Amended assessment order 5 years from the end of the financial year in which the Commissioner 
ing first amendment has issued or is treated j 


as having issued the orig 


al assessment order 
Amended assessment order later of — 


(a) 5 years from the end of the 
Commissioner has issued or is 
Original assessment order; or 


(b) 1 year from the end of the financial year in which amended 
assessment order was passed 


subsequent amendment) 


Provisional assessment order 
= | ee pene | 

Assessment order in relation | Within 1 year after the end of 
oe E of the Court is made. 


Assessment order or amended | The Commissioner shall issue 
assessment order is to be of the financial year in which 


issued to give effect to an served on the Commissioner 
order passed appellate 


Assessment order required to 
be issued where an 


assessment order has been set 
aside by any appellate 


financial year in which the 
treated as having issued the 


the financial year in which the decision 


the order within 2 years from the end 
the order of the appellate authority is 


The new order will be 


passed within 1 year from the end of the 
financial year in which 


the order of appellate authority was served 


Assessment order required to 
be issued Where direct relief 
is provided by CIR(A) or 
ATIR 


The Commissioner shall issue 


appeal effect order within 2 months of 
the date the order is served on 


the Commissioner 
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AX 
FORMAT FOR NUMERICAL OF INDIVIDUAL IN INCOME T 


Resident Individual 
Income from salary 
Income from property 
Income from business — speculation 
Income from business — non-speculation 
Income from capital gain — le a EREI SINE 
ital gain - Separate block - , 
— oe capital no - ede block - Gain on disposal of immoveable property 
rce- NTR l , ; 

aosa Sa r es — FTR - Dividend income and Profit on debt (in certain cases) 
Income from other source — FTR — Bonus shares received 
Exempt Income (Agricultural income) 
Total Income : 
Less: 7 

- Income from capital gain - Gain on securities 

- Income from capital gain - Gain on disposal of immoveable property 

- Exempt Income (Agricultural income) 

- FTR - Dividend income and Profit on debt (in certain cases)/ Bonus shares 


Less: Zakat 
Less: Education expenses of children 
Taxable income under NTR 


Gross Tax liability on income falling under NTR 
Less: Foreign tax credit 
Tax liability after foreign tax credit 
Less: Tax credit u/s 61-63 
Net Tax liability under NTR (A) 
Add: Tax on separate block 
- Tax on securities 
- Taxon disposal of immoveable property 


Add: Tax on final tax income , (B) 
- Tax on dividend inc. and profit on debt (in certain cases) and bonus shares 

Total tax liability (A + B + C) (C) 

Less: Taxes deducted/ collected l 
- Tax deducted on diy 
- Tax deducted on sal 
- Advance tax paid o 


idend income and profit 
mite Protit on debt and bonus shares 


n Income from business 


Tax payable to Government 


SALES TAX ACT, 1990 


Short title, extent and commencement [Sec.]] 
Definitions (Sec. 2] 
. Scope of tax [Sec.3] 
. Collection of excess sales tax etc [Sec.3B] 
Zero rating [Sec. 4] ; 
Change in the rate of tax [Sec. 5] 
Time and manner of payment (Sec. 6] 
Determination of tax liability [Sec. 7] 
Tax credit not allowed (Sec. 8] 
10. Certain transactions not admissible [Sec, 73] 
11. Joint and several liability of registered persons in supply chain where tax unpaid [Sec.8A] 
12. Adjustable input tax [Sec.2B] 
13. Debit and credit note [Sec. 9] 
14. Refund of input tax [Sec, 10] 
15. Assessment of Tax and recovery of tax not levied or short-levied or erroneously 

refunded. (Sec, 11] i 
16. Short paid amounts recoverable without notice [Sec.] 1A] 
17. Assessment diving effect to an order [Sec. 11B] 
1%. Exemption (Sec. 13] 
19. Discontinuance of gas and electricity connections [Sec 14AB] 
20. Records (Sec, 22] ° l 
di, Tax Invoices (See, 23) 
22. Retention of rend and documents for six vears [Sec. 24] 

Ronis to record, documents, ete (Sec. 25] 
Drawing of samples [Sec. 25A] 
- Transaction hetween associates [Sec. 25AA] 
p Return (Se. 26] 
2g -remie of time for furnishing retum [26AB] 
ag, raal Retums (Sec, 27) 
Z mal Return (Sec 24) 

' fum deemed to have been made (See. 29) 
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CHAPTER 20 


SALES TAX ACT 1990 
1. Short title, extent and commencement. — mmm 


(1) This Act may be called the Sales Tax Act, 1990, 
(2) It extends to the whole of Pakistan. 
The territories of Pakistan as per Article 1(2) of the Constitution comprise the following: 
e the Provinces of Baluchistan, the North-West Frontier, the Punjab and Sindh; and 
e the Islamabad Capital territory; 
Keeping in view the above discussion, Sales Tax Act, 1990 is applicable to the whole of Pakistan. 

2. Definitions- 

(43) ‘tax period’ is a period of 1 month or such other period specified by the Board with the approval of Federal 
Minister in-charge; 

(9) ‘due date’ for furnishing of return is the 15* day of the month following the end of the tax period, or other 
date specified by the Board and different dates may be specified for furnishing of different parts of annexures 
of the return. 

(16) ‘Manufacture’ or ‘produce’ includes - 

(a) any process in which an article singly or in combination with other articles, is: 
e either converted into another distinct article or product or 
e so changed, transformed or reshaped that it becomes capable of being put to use differently 
and includes any process incidental or ancillary to the completion of a manufactured product; 
(b) process of printing, publishing, lithography and engraving; and 
(c) process and operations of assembling, mixing, cutting, diluting, bottling, packaging, repacking or 
preparation of goods in any other manner; 

(27) ‘retail price’, with reference to the 3rd Schedule, means the price fixed by the manufacturer or importer, in 
case of imported goods, including all duties and taxes (other than sales tax) at which a brand of an article 
should be sold to general public. 

Where more than one price is fixed for the same brand, highest price will be taken as retail price. 
The Board may specify areas for determination of highest retail price. 


Walls Ice-cream (3 Sch, Item) has shared the following information: 


Raw material purchased 
Custom duty 

Excise Duty 

Labour 

Total cost 

Profit 

Retail price 

Sales Tax @ 18% 


Retail price is Rs. 200. 
(SAB) “cottage industry” means a manufacturing concern, which fulfils each of following conditions, namely: — 

(a) does not have an industrial gas or electricity connection; 

(b) is located in a residential area; 

(c) does not have a total labour force of more than 10 workers; and 

(d) annual turnover from all supplies does not exceed Rs. 10 million. 

(19) “open market price” means the consideration in money which that supply or a similar supply would generally 

fetch in an open market; 

GI) "Simitar supply", in relation to the open market price of goods, means any other supply of goods which 
Closely or substantially resembles the characteristics, quantity, components and materials of the 
aforementioned goods 

(33A) “supply chain” means the series of transactions between buyers and sellers from the stage of first purchase or 

import to the stage of final supply. 
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(17) ‘manufacturer’ or ‘producer’ means; i , 
e a person engaged, whether exclusively or not, in the production of goods whether the raw material jg 


owned by him or not; and 
e shall include — , 
a person who by any process assembles, mixes, cuts, dilutes, bottles, packages, repackages or 


(a) 
ares goods by any other manner; ; 
(b) ia li in bankruptcy, liquidator and any person who disposes of assets of manufacturer jn 


any fiduciary capacity; and 
any person who owns or uses any patent or right for manufacturing of goods, whether or not 


c 
si such person, sells or disposes of the goods: 
However for claiming refund, only such person shall be treated as manufacturer-cum-exporter who 
has his own manufacturing facility, 
(28) ‘retailer’ means a person, supplying goods to general 
A person combining the business of: 
© import and retail or 
e manufacture with retail, 


shall: 
e notify and advertise wholesale prices and retail prices separately, 


e and declare the address of retail outlets. 
(47) ‘wholesaler’ includes a dealer and means any person who carries on, whether regularly or not, the business 
of: 
* buying and selling goods by wholesale or 
e supplying goods, directly or indirectly, by wholesale 
for cash or deferred payment or for commission or other valuable consideration 
It also includes a person who: 
* stores goods belonging to others as an agent for the purpose of sale and 
e supply taxable goods to a person who deducts income tax at source under the ITO, 2001: 
(13) “Importer” is a person who imports goods in Pakistan 
(7) “distributor” means a person appointed by: 
e a manufacturer, 
* an importer or 


public for consumption: 


l 
(1) active taxpayer” means a registered person who does not fall in any of the following categories:- 
a) who is blacklisted or Whose registration is Suspended; 
e cri pe the return by the due date for 2 consecutive tax periods; 
9 fails to file an Income Tax return or Statement of final tax, by the due date; and 


(d) who fails to fi ; ‘ 
1) “person” sN 0 file quarterly or an annual withholding tax statement under ITO. 


(a) an individual: 
(b) a company or associati 
f lation of pe j i 
©) joe cheats Persons incorporated, formed, or established in Pakistan or elsewhere; 
(d) a Provincial Government; 
2 a local authority in Pakistan: or 
a foreign government, a polit; ; 
» 4 political subdivision } i 
n of a foreign government, or public international 


Organization: 
(22A) “Provincial sales tax” m 
tax" means tax levied i 
EA y i i 
iiron nder provincial laws, which are declared by Federal Government to 


(29A) “sales tax” means: 
(a) the tax, additional tax, or default surcharge 


(25) ‘registered Person’ means a Person who: 
* 1S registered or 
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e is liable to be registered 
However a person liable to be re istered i 
sot g but not registered cannot claim benefits available to registered 
aD "Goods _ er kind of movable Property other than actionable claims, money, stocks, shares; 
(9A) “E-intermediary” Means a person appointed as ¢-Intermediary for filing of electronic returns and such other 
documents as may be prescribed by the Board. 
(40) ‘tax invoice’ means a document required to be issued 
(14) “input tax”, in relation to a registered person, means— 
(a) tax levied on supply of goods received by the person; 


(b) tax levied on goods imported by the person; 
(c) tax levied under Federal Excise Act in sales t 


(d) Provincial sales tax levied on services rende 
(e) tax levied under the Sales Tax Act, 1990 a 
supply of goods received by the person; 
(20) “output tax”, in relation to a registered person, means- 
(i) tax levied on a supply of goods made by the person; 
(ii) * tax charged under Federal Excise Act in sales tax mode on: 
e production of the goods, or 
e providing of the services, 
by the person; , 
(iii) sales tax levied on the services provided by the person [undet Islamabad Capital Territory (Tax on 
Services) Ordinance,2001 (XLII of 2001)), 
MECHANISM OF SALES TAX 
Before going through the below table you must know two things: 
a) Input is tax paid at time of purchase 
b) Output is tax recovered from customer at time of sale 


under section 23; 


ax mode on goods/services acquired by the person, and 
red or provided to the person: 


s adapted in the State of Azad Jammu and Kashmir, on the 


Output (300 x 18%) 
Less: Input (200 x 18%) 
Payable 
Out put (700 x 18%) 
Less; Input (300 x 18%) 
Payable 
Output - (950 x 18%) 
Less: Input (700 x 18%) 
Payable 


If we analyse the above table the amount deposited in Government treasury is Rs. 171 (see below). 
\ 


Importer purchased goods for 
Rs.200 and sold to 
manufacturer for Rs. 300 


Manufacturer purchased goods 
for Rs. 300 and sold to retailer 
for Rs. 700. 


Retailer purchased goods for 
Rs. 700 and sold to customer 
for Rs. 950 


Rs. 

Importer paid to Government at import stage - 36 
mporter paid to Government at time of sale 18 
anufacturer paid to Government at time of sale . 72 


tailer paid to Government at time of sale 
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lain concept of input and out ut 


KIA CARS (Illustrative example to € 


Output (Tax recovered on sale of car) (3,000,000 x 18%) 


fame 


Less: Input (18,000 
(a) Tax paid on tyres purchased locally (100,000 x 18%) (90,000) 
(b) Tax paid on engine imported (500,000 x 199) (36,000) 
(o) Tx red on esaey teres (O00 2) ting services (50,000 x 18%) (9,000) 


(d) Provincial sales tax paid on purchase of accoun 
(e) Tax paid in Azad Jammu and Kashmir on wires 
Tax payable to Govt. 


(30,000 x 18%) 


Customer will pay for car 3,000,000 + 540,000 = ater 
+ 4 


Exclusive sales tax inclusive 


(39) ‘taxable goods’ means all goods other than exempt (u/s 13); 
(35) “taxable activity”, means any economic activity carried on by a person whether or not for profit, and 
~ includes— 4 

(a) an activity carried on in the form of a business, trade or manufacture; 

(b) an activity that involves the supply of goods, providing of services, or both; 

(c) ` aonc-offadventure in the nature of a trade; and 

(d) anything done during the commencement or termination of economic activity, 

but does not include— ; 

(a) the service provided by an employee to an employer; 

an activity carried on as a private recreational hobby; 


(b) 
(33) “supply” means a sale or transfer of the right to dispose of goods as owner, including sale under a hire 


purchase agreement, and also includes — 
(a) putting to: 
* private, 


+ business or 
e non-business 


use of goods produced during taxable activity; [Refer O uestion-5 at end of this cha 


Explanation of point (a): ter 


Private Business 
use 


: pnd a Taken = ; 
pianga x ni to home war i 
owner min 
() ~ office or 


factory 
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(c) possession of taxable goods held imm 
assumed as sales). 


Explanation of point (c): A person is registered in January and he got himself de 
February. He has 50 units in closing stock on 31 Jan. 


ediately before de-registration. (Possession of goods is 


-registered on | 


V Registered uè Jan. s&s 

us/ De-Register {Tze 1. Feb. tSeriut 

- 6S minus Input Kyle eve Jane Purchase Lut Units 50 
Lit Jan 
Feb. Units 50 wi 


irns keyi 
-Luč / Sale assume fitre% 50 units UCTS 31. Jan. es fer FALLS Cover Saai 


<-De-reg. SULY S? Record output Iles Sale eu 


(d) in case of manufacture of 
goods to the owner or to a p 
Explanation of point (d); 


goods belonging to another person, the transfer or delivery of such 
erson nominated by him. 


Wyre L KIA Site wi” Tyre ferm? Raw material L Lit Tyre Ł KIA / 
{Í Agent CKIA | KIA % Tyre buts Itt Factory WT Ses veu raw material 


~&s/ Tyre sale KIA Lyi SOLIS en 
R.M given 


It is supply 
tyre supplied 
after manufacturing 


The Board with the 


approval of Federal Minister in-charge may specify other transactions as supply 
pply of taxable goods made by an importer, manufacturer, wholesaler (including 
r other than exempt supply (u/s 13) and includes a zero-rated supply (u/s 4); 


(41) ‘taxable supply’ means a su 
dealer), distributor or retaile 


S.2 (11) 
Exempt 
sale 
S.2 (48) 


Taxable 


@ zero percent 


(Zero rated) ( Exports) 
(48) « oy means a supply which is ex 


; empt from tax (u/s 13); 
supply’ means taxable supply which is charged to tax at the rate of 0%.(ws 4) 


(l1) ‘exempts 


474 


e] CamScanner 


Chapter 20: Sales Tax Act, 1990 


(44) “time of supply” t 
[Type ofsupply _[______Timeofsupply __) 
(a) A supply of goods ‘The time at is on eae ia 
to the recipient of the suppl z z 
(b) A supply of goods under a hire | The time at which the agreement is entered into 
purchare agreomeni Time at which the services are rendered or provided 
4 Examples to explain point (a ve i 
In all of the examples below the tick represents time of supply: 
Jan. Feb. 
Ex. (i) Cash received Goods delivered 
x 
x 
. April May. 
Ex. (ii) Goods delivered Cash received 
¥ x . 
Ex. (iii) March April May 
Goods Made available Goods Delivered Cash received 
aa x è x 
March April May 
Cash received Goods Made available Goods Delivered 
x Á x 
If any part payment is received: ; 
(a) for a supply in a tax period it shall be accounted for in the return for that tax period; and 
(b) In respect of exempt supply, it shall be accounted for in the return for the tax period during which the 
exemption is withdrawn from such supply. 
(SAA) “Company” means the following: 
a ond as defined in the Companies Act, 2017. 
a body corporate formed by or under a i i istan; 
© Pa y r any law in force in Pakistan; 
a body i , i : i 
S EA aiaa under the law ofa country outside Pakistan relating to incorporation of 
(e) a trust, an entity orab 
4 ody of persons established by or unde i ing i ) 
(f) a foreign association, whether incorporated : ide cad 


for the purposes of ITO 2001 or not, which the Board has declared to be a company 
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ble supply, the consideration in mo 


plier receives 


(46) ‘value of supply’ means in respect of a taxa 
Provincial duties and taxes) which the sup I 


atic ney (including all Federal and 
from the recip lent but excluding the amount of tax: 


(i) | If consideration for a supply is fully or 
partly in kind 

If supplier and recipient are associates 
and supply is made at no consideration 
or at a consideration lower than open 
market price 

If taxable supply is made to general 
public on installment basis (including 


e) 


a market price of the supply excluding the amount of 


op market price of the supply excluding the amount of 
x 


Open market price of the 


supply excluding the amount of 
tax 


The discounted price excluding the amount of tax. 
Provided that tax invoice shows the discounted price and 
the related tax and the discount allowed is in conformity 
with normal business practices 

Open market price 


In case of a special nature of 
transaction where it is difficult to 
determine value of suppl 

In case of imported goods, (excl 
those specified in Third Schedule) 
If there are sufficient reasons .. believe 
that the value of a supply has not been 
correctly declared in the invoice 

If goods other than taxable goods 
(exempt goods) are supplied to a 
registered person for processing 


(vi) 
(vii) 


uding | The value determined under Customs Act including 
custom duty and excise duty charged on it 

The value determined by the Valuation Committee 
comprising representatives of trade and the Inland 
Revenue constituted by the Commissioner 


Market price of goods excluding the amount of tax 


In case of manufacture of goods | the actual consideration received by the manufacturer for 

belonging to another person the value addition carried out on such goods 

in case of supply of electricity by an | the amount received for energy purchase price; 
independent power producer or | excluding the amount received for capacity purchase 
WAPDA price, energy purchase price premium, excess bonus 
(xi) | in case of supply of electric power and | the total amount billed including price of electricity and 

gas by a distribution company natural gas, rent, commission and all duties and taxes 

local, provincial and federal but excluding the late 
payment surcharge and sales tax. 
It is clarified that the VOS does not include subsidy 
provided by the Federal/provincial government to the 
electricity consumers. 
the difference between sale and purchase price of vehicle 
on the basis of prescribed valuation method 


If a person purchase used vehicle from 
general public (on which tax has 
already been paid on import or 
manufacturing), and sell it in the open 
market after making value addition 
In case of a taxable supply, with 
reference to retail tax 


the price of taxable goods excluding the amount of retail 
tax, which a supplier will charge, or such other price as 
the Board may specify. 

[All columns of the above table are to be memorised] 
The Board may fix the value of any imported goods or taxable supplies and may fix different values for 
different classes of same type of goods. 


the import/supply is made at a higher value than fixed by Board, the value shall be the actual price. 


476 


CamScanner 


Chapter 20: Sales Tax Act, 1990 


: P t a 3™ Sch. Item 
Dawlance has shared the following information regarding an Air Conditioner (Not a ) 


Rs. in 000 
Raw material i” 
Custom duty 10 
Federal Excise Duty 30 
Labour 160 
Profit at 
Value of supply 36 
Sales Tax @ 18% 236 
a N 


Value of supply is Rs. 200. 


Question , + j , 
Comment how the value of supply will be determined in following independent scenarios: 


1. KIA sold car to Crescent College, Market price of car is Rs. 2m. In consideration KIA received Rs. 1.5m 
cash and chairs having fair market value of Rs. 0.4m. 

2. Ali sold goods to his cousin for Rs. 3m. However the fair market value of the goods is Rs. 4m. 

3. Fareed motors sold bike to one of its customer for Rs. 110,000 on installment sale. Fareed motors normally 
sell such bike for Rs. 100,000. 

4. Sameer Electronics sold 7 AC’s at a discounted price of Rs. 180,000. The fair market value of AC’s was 
Rs. 200,000. Trade discount of Rs. 20,000 is mentioned on invoice. 

5. Tameer imported good for Rs. 15 m however custom authorities determined the value of imported goods at 
Rs. 18 m. He also paid custom duty and federal excise duty amounting to Rs. 9 m and /Rs. 3 m 
respectively. à 

Answer ; 

l. x Sa ia is fully or partly in kind then the value of supply will be the open market price 

E ada aaa 5 i E amount of tax. Therefore the value of supply for KIA is Rs. 2m. ; 
Doamne ke we associates and supply is made at no consideration or at consideration lower 

value a supply will be open market price excluding the amount of tax. 
m. 


In case trade di i i i 
M aeaa a avers Provided, the discounted price excluding the amount of tax will be considered 88 
y Invoice shows the discounted price and the related t 
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Chapter-II 
SCOPE AND PAYMENT OF TAX 
of tax.— 
a aa | of sales tax 


Sales tax shall be charged at the rate of 18% of the value of- 

(a) taxable supplies made by a registered person during any taxable activity carried on by him; and 

(b) goods imported into Pakistan, irrespective of their final destination in territories of Pakistan. 
(1A) Further tax ; , ; a 

Where taxable supplies are made to a person: 
-o who has not obtained registration number or 
o who is not an active taxpayer, 

a further tax shall be charged at the rate of 4% of the value in addition to 18%. 
Federal Government may specify supplies on which the further tax shall not be charged, 


An SRO provides following list of persons on which this further tax of 4% is not chargeable: 
(i) Electricity energy supplied to domestic and agricultural consumers. zi 
(ii) Natural gas supplied to domestic consumers, 

(iii) Motor oil, diesel oil, jet fuel and fuel oil, 

(iv) Goods sold by the retailers to end customers. 

(v) Supply of goods directly to end customers including food, beverages, fertilizers and vehicles, 
(vi) Items listed in Third Schedule 

(vii) Second hand worn clothing and other wom articles falling under PCT heading 6309.0000, 
(viii) Supplies by steel melters, re-rollers and ship breakers 

(ix) Supplies covered under the Fifth Schedule to the Sales Tax Act, 1990. 

(x) Supplies made to Government, semi-government and statutory regulatory bodies. 

(xi) Supply of white crystalline sugar. 

(xii) Supply of foam or spring mattresses and other foam products for household use 

(xiii) Supplies by steel sector and edible oil sector. 


~ 
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WIRE SELLER 
SS 


9:00a 


Un-Registered person 


Registered person 


Dawlance 


11:45am 


18% 


End 
jable to 
sa R industry consumer 


istered ted Main factory) (Sir Asif i: 
fae act (Manufacture Educational 
registered bulb) Institute, 
(Factory K ) (Employees 9) Hospital) 
(Manufacture 4 
tape recorder) 18% 8% 


(Employees 13) 


18% + 4% 


Conclusion: Wire seller will only charge further tax in 2nd scenario above 


Capacity tax 
For goods specified in Tenth Schedule tax shall be levied - 
(a) on the production capacity of plant, machinery- 
(b) on fixed basis from any person. 


(2) (a) Tax on taxable supplies specified in 3rd schedule 


For supplies and import of goods specified in Third Schedule tax shall be charged at 18% 
of the retail price. 


* The retail price and sales tax shall be legibly, prominently and indelibly printed or 


embossed by the manufacturer or importer (in case of imported goods), on each article, 
packet, container, package, cover or label. 


* Board can exclude/include any goods from the Third Schedule; 


; GOODS SPECIFIED IN THE 
Fruit Juices and Vegetable Juices HE THIRD SCHEDULE 


(1B) 


; Toothpaste 2. Detergents 

j 4, i 
4 oe and Cosmetics 6 se Sets ream 

. Tea f 
9. Syrups and Squashes r daiar Waters or Beverages 
! l. Toilet Soap 12. testy 

3. Milky Dri * Shampoo 
15. Toilet sic tissue paper l4, Powder Drinks 

16. Spices sold in retail packing bearing brand names 

17. Cement sold in retail packing | _ trademarks, 
19. Mineral / Bottled water 8. Shoe polish and shoe cream 


20. Other household and specified items 
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Federal Government may, subject to such conditions and restrictio 


Gazette, declare that the tax on goods specified in the Third Schedule shall be collected and paid at such higher rate 
or rates on the retail price thereof, as may be specified in the said notification. 


As per SRO 297(1)/2023 dated 08 March 2023 Federal Government has directed to charge sales tax @ 25% on 
import and subsequent supply of following third schedule goods: 


Imported goods/Articles 
|T. | Aerated water or beverages 

|2, | Cigarettes, Cigars and e-cigarettes 

3. | Cosmetic and shaving items 
a 


Household articles including crock , kitchenware and tableware 
Home appliances in CBU 


— 25% | 
2% 
T em ee Gee a 
8. | Fruit and vegetable juices | an 
E E [25% 
ao. = 


Ns as it may impose, by notification in the official 


Mattress and sleeping bags 


Shampoos 


[| Items listed in 3 Schedule Other taxable items 

= | 20 items only which are listed in 3" Schedule All items other than 20 (means thousands of 
items 

Charging of | Sales tax shall be charged on “retail price” 

tax 


Sales tax shall be charged on “value of 


supply” 
Retail price and sales tax shall be embossed on | Price will not be embossed 
each article 
Trade Will be ignored Will be considered if conditions are fulfilled 
discount 
[Further tax ['Willnotbe charged SSS : 


Will not be charged 
Note: The table given above is not to be 


(©) Special rates of tax 

Federal Government may prescribe any higher or lower rate of tax for any class of taxable goods. 

Vide SRO 297(1)/2023 dated 08 March 2023 Federal Government has directed to charge sales tax @ 25% on import 
and subsequent Supply of following goods: 


Carpets (excluding 


iti 


Oo 2] 

i 

5 

a. : 
| 

ey 

£ : 

3 =| 


Fruits and dry fruits (excluding those imported through land route or barter 
mechanism 


Jams, jellies and preserved fruits 
Leather jackers and apn arels 


PEL 


Chapter 20: Sales Tax Act, 1990 
"17 T Fresh chilled, frozen, preserved or processedmeat | 25% 


(18. | 

a 

Arms and ammunition excluding defence stores 

22. | Tomato ketchup and sauces | 25% 

23. | Travelling | oo a T gs and suitcases |___ 25% N 

"24. | A ship designed or adapted for use of recreation or pleasure or private use a ai 
An aircraft designed or adapted for use for recreation or pleasure or private a 


use 
126. | Articles of jewelle 
manufactured goods: mec 


Gr 
Moreover, sales tax @ 25% will be charged on supply of following locally 
Supply of locally manufactured goods | TaxRate 
i. | Locally manufactured or assembled SUVs and CUVs . | 
Locally manufactured or assembled vehicles having engine capacity of i... 
1400cc and above 


Locally manufactured or assembled double cabin (4x4) pick up vehicles 


(3) Liability to tax 
Following persons are liable to pay the sales tax,- 


In the case of goods im ported into Pakistan The person importing the goods 
The Board, with the approval of Federal Minister in-charge, may specify goods where person receiving 
supply is liable to pay the tax. [S.3 (3A)] 


(5) Extra tax 
Federal Government may collect tax at such extra rate or amount, in addition to the normal tax [under sub- 
section (1) and sub-section (2)]. The tax charged here shall not exceed 18% of value of goods. The Federal 


Government will also specify the mode, manner and time of payment of tax. 


(6) ial powers to the | Governmen 
The Federal Government or the Board may in place of the tax under sub-section (1), levy and collect such tax 
as it may deem fit on any goods. They will specify the mode, manner and time of payment of tax 


(8) Tax on supply to CNG stations 
s, the Gas Transmission Company shall charge Sale Tax 


In case of supply of natural gas to CNG Station 
“7 8% vf the value of supply to the CNG consumers, . 
alue of supply shall include price of natural gas, char issi inci 
i , charges, rents, commissio 
m Federal duties and taxes but excluding the amount of sales tax Paanan ee 
ie x 
eo 4 agii — shall pay tax in normal manner at rate of 18%, 
i. Sr meee monthly electricity bills from retailers other than Tier-1.The rates will be: 
E on @ ial da the monthly bill amount does not exceed Rs 20,000 
The electrici @ 7.5% where the monthly bill amount exceeds Rs 20,000 
Thesbow wd nikoa Se am the amount collected directly 
er than Ticr-I retailers į i 
(9AA) Ta on snn n retailers is other than normal tax of 1 8%, further tax of 4% and extra tax. 
or goods specified in the 13th Sch 
, : edule the mini r 
basis of a single or more inputs as used in the wi al production for a month shall be determined on th 
(11) Supplies (Sales) then minimum production shall be ie ied Process. If minimum production exceeds the actual 
egration of invoice issuing machines wit B ated as quantity supplied for charging tax. 
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3B. Collection of excess sales tax etc,— 


1), (2) A person who has collected any tax under misapprehension or otherwise which: 
( e was not payable as tax or 


e is in excess of the tax actually payable 
and the incidence has been passed on the consumer, the p 


erson shall pay the tax to the Federal Government. 
Amount payable to the Federal Government here shall be considered as an arrear of tax and shall be 
recoverable accordingly. Refund claim will not be admissible. 


(3) The burden of proof that the incidence of tax has or has not 


been passed to the consumer shall be on the 
person collecting the tax. 
4, Zero rating.— 


ist down the goods which are charged to tax at the rate of zero ent 

The following goods shall be charged to tax at the rate of zero per cent:-- 

(a) goods exported or specified in the Fifth Schedule; 

(b) supply of stores/provisions for consumption aboard a conveyance proceeding to a destination outside 
Pakistan 

(c) such other goods, as the Federal Government may 


specify (by notification in the official Gazette), whenever 
circumstances exist to take immediate action for 


the purposes of national security, natural disaster, national 
food security in emergency situations and implementation of bilateral and multilateral agreements. 


ist fe which are outside the purview of zero rating/Exceptions to above rule 
However following goods shall not be charged to tax at the rate of zero per cent: 


(i) exports that are intended to be re-imported into Pakistan; or 

(ii) goods that have been entered for export but are not exported; or 

(iii) goods that have been exported to a country specified by the Federal Government: 
The Federal Government may restrict input tax credit for person making a zero-rated supply. 


lies witho! fsal 


Under section 60 of the Act, the Federal Government is empowered to prescribe any taxable goods which can be 
imported without payment of whole or part of sales tax. 


5. Change in the rate of tax.— 


If there is a change in the rate of tax- 
(a) a taxable supply made by a registered person is chargeable at the rate applicable at the time of supply; 
(b) ed goods shall be chargeable at following rates- 


à Rate to be used 
i) | If the goods are entered for home | The rate applicable on the date on which a goods 
consumption declaration is presented 


The rate applicable on the date on which a goods 


declaration for clearance of such goods is presented 
Where goods declaration is presented in advance 
cable i 


of the arrival of conveyance, the tax shall be calculated at 
nveyance is delivered: 


Good declaration is presented on 5-Jan- 
Conclusion: 


Rate of 15-1-]7 is 


17, Manifest of conveyance is delivered on 15-Jan-17. 
In case of clearance of 
B00ds d i 


licable. 
goods from warehouse if the tax is not paid within 7 da 
arged at the rate applicable on the date 


ys of the presenting of the 


rene are cleared from warehouse on 1-March-18 and goods declaration is presented on the same date. 
nder the two independent scenarios, determine the date, tax which will be charged: 
ario 1: Tax is paid on 05 March 2018 
” Scenario 2: Tax is paid on 10 March 2018 
Scenario 1; 
Scenario 2: 


Rate of | March 2018 will be applicable 
Rate of 10 March 2018 will be applicable 
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If there is a change in the rate of tax during a tax period, a separate return has to be furnished in respect of 
ortion of the tax period showing the application of different rates. 


each 
Example-3 
Rate of tax changed from 19-March-17 
Two returns for March month will be filed. 


1. One from 1-March-17 to 18-March-17 
2. 2nd from 19-March-17 to 31-March-17 


6. Time and manner of payment.— 


(1) Time of payment of tax on imported goods 


The tax on goods imported into Pakistan shall be paid at the same time at which customs duty is payable, The 
provisions of collection of tax in Customs Act shall also apply here. 


(2) Time of payment of tax on taxable supplies 
The tax on taxable supplies made shall be paid by the registered person at time of filing the return, 
The Board may direct that the tax on certain supplies shall be paid in any other way or time. 


(3) | Mode/Manner of payment of tax o. 
The tax on goods imported shall be paid in the same manner as if it is a customs duty payable 


The tax due on taxable supplies shall be paid by any of the following modes:- 


(i) through deposit in a bank designated by the Board; and 
(ii) through such other mode and manner specified by the Board. 

(5) The Federal Government may by applying conditions/limitations allow payment of sales tax on installments 
basis by the Federal or Provincial Governments or any public sector organization on import or supply of any 


goods or class of goods. 


7. Determination of tax liability.— 
(1) For determining tax liability of a registered person on taxable supplies made during a tax period, the 


person shall be entitled to deduct input tax: E 
e. paidor 
e payable {creditors yet not paid} 

during the tax period for taxable supplies 
. madeor 


e to be made {stock yet not sold} 
by him. The input tax will be deducted from the output tax, excluding the amount of further tax (under sub- 


section (1A) of section 3), that is due in that tax period. 


Determination of Tax Liability 


Output (50 units sale x Rs. 120 / units) x 18% 
Less: Input (80 units purchase x Rs. 60 / unit) x 18% 


Sale 

made 

50 unit Sale to 
be made Cash Credit 
30 unit 


(864) 


Where a registered person did not d i tax w ch tax in 
educt in t ithi Vv i i 
a for f the sodir i ; d ithin the rele ant period, he may claim such t 
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+ 


Reasons why input is not deducted in the relevant month: 
m 

1. Forget to record purchase 

2. Invoice received late 

3. Invoice received but misplaced 

Example 


A person has not recorded input (Purchase) in the month of March 2017. What is the remedy available? 
Solution 


He can claim input till September 2017. 


March Apr Ma June Jul Au Se 
Ist -~ 2nd 3rd 4th Sth 6' 
Last month by 


which he can record 
urchase of March 


(2) Time of claim of input tax/ Conditions for allowing input 


A registered person shall not be entitled to deduct input unless: 


Document required 


He holds a tax invoice in his n 


registration number in respect of such supply or in case of 
supply of electricity or 


gas, a bill bearing his registration 
number and the address where the connection is installed: 
If the supplier has not declared such supply in his return or 
he has not paid amount of tax due as indicated in his return 
than input cannot be recorded. 
He holds bill of entry or oods declaration in his name and 


showing his sales tax registration number. It should be duly 
cleared by the Custom authorities. 


He holds a treasury challan, in his name and bearing his 
registration number, showing ayment of sales tax. 


a) In case of purchases made by him 


ame and having his 


b) In case of imports made by him 


c)In case of goods 
auction 


Example of (a) above 


JZ KIA te_/ Shows Return ġ Gen. Tyre Sale sie diut return td KIA purchases 
OA Record £ purchase! KIA FEISS Govt. £7 


purchased in 


+ 


nsee Tax £ Tyre 
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8. 
(1) 


(2) 


(3) 
(6) 


Tax credit not allowed.— led to deduct input tax paid on- 
A registered person shall not be entitled to deduct in an 
(a) the goods or services used in other than taxable supplies made by him; 


. t: 
any other goods or services specified by Federal Government; > , 
© the, goods A which extra amount of tax is paid in addition to normal tax at 18% [under sub-section (5) 
of section 3). 


amount of 


Mr. Muzaffar has purchased goods by paying vine ve y h = gat nak ig the extra 
tax as per S.3 (5). His output is Rs. 70. So his liabili vill b P ; 
the goods/services on which sales tax has not been deposited in Government treasury b the supr lier, 


j i i i 009. Government came to know that 
: laimed input tax of Rs, 700 in return of March 2 t 
i epen in 700 is an amo lunt paid to a supplier who has not deposited this amount js 


overnment treasury so government can disallow this input. 


e adiscrepancy is indicated by CREST or 
e input tax is not verifiable in the supply chain; 


d fake invoices; f , ; . 
purchases made by a registered person who fails to furnish the information required by the Board. 


(N goods and services not related to the taxable supplies made by the registered persons: 


(g) goods and services acquired for personal or non-business consumption: 


(h) goods used in immovable property, or permanently attached to immovable property, such as building 
and construction materials, paints, electrical, pipes, wires and cables, but excluding: 
* pre-fabricated buildings 
* good acquired for sales or re-sale 


(i) vehicles specified in Customs Act, parts of such vehicles, electrical and gas appliances, furniture, 
office equipment (excluding electronic cash registers), but excluding goods acquired for sale/re-sale. 
Gj) services in respect of which input tax adjustment is barred under the provincial sales tax law; 
(k) import or purchase of agricultural machinery or equipment subject to sales tax at the rate of 7%; and 
(I) such goods and services which, at the time of filing of return by the buyer, have not been declared by 
supplier in his return or he has not paid the tax due as indicated in his return. 
(m) the input on goods or services for supplies made to un-registered distributor, on pro-rata basis, for 
which sale invoices do not bear the NIC number or NTN, of the recipient. 
Ifa registered person deals in taxable and non-taxable Supplies, he can reclaim only such proportion of the 
input as relates to taxable supplies. 


Only a registered person can deduct or reclaim input tax. 


The Board, with the approval of Federal Minister in-charge, may Specify goods which a registered person 


an ry to an un-registered person. {If he has made the supply he will charge output tax but he cannot 


r, a registered person to sale goods to un-registered persons. However 
Pr un-registered persons. In this case if he wants to deduct his input say of Rs. 
utot Rs. 80, He will not be allowed to do this, rather he will pay Whole Rs. 80, 


Se received is partly in cash and partly in kind, then input will be allowed 


taxable 


Example 29,000) is received through crossed banking instrument 
Dr. Purchase-heater 40,000 


Cr. Sale-Tyre 
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Explanation of few of the provisions of Section 8 


EPI <4 Minus input 4 purchase { Raw material Viik Exempt sale 2147 Raw material w (a) 
LZ £ Purchase KIA fwi? u sale Gy. General Tyre/u?Purchase (2! (caa) 
Same as ‘a’ (N) 


(h) 
Dawlance Books Factory 


Machine w7 
(Input 
allowed) 
- 

(Input 
allowed) 


Raw Material 


OO 
t G E 


Paint x 


X means input is not allowed. 
Exceptions of point (h) 

1. Pre fabricated building (2? 4) 

2 Goods acquired for sale / re-sale 


LinS cd v\Paint, Pipes «st Construction Material 4 
“¢ Allow input 4 Pur. 7-.0%uSwi* We 

3. Direct use in producing taxable goods 
-<-Allow input L (6 tie ts /t.2aC SUZ iPaint, Pipes yt 


(i) 
Admin Office 


Krm A 


Vehicles 
D O> provided to 


employces 


Generator Oven Geaser X 
X X 


However į ; 
if above items are not used in office rather they are bought for resale than input is allowed, 


689 CamScanner 


~hapter 20: Sales Tax Act, 1990 


a 


Certain transactions not admissible, — 
(1) Payment for a transaction exceeding Rs. 50,000, excluding utility bill, shall be made by a crossed cheque or 
other banking channel otherwise input will be disallowed. 
Payment must be made from business bank account of buyer to business bank account of the supplier, Bank 
account of both buyer and supplier should be declared to Board at the time of registration/through change of 
particulars subsequently, ` 
If above conditions are not fulfilled buyer will not be entitled to claim input tax. 


Further supplier cannot claim input on amount not received in bank account. 
Note: 


l. Sec 73 is not applicable on registered person supplying goods to unregistered person. How 


ever, 
supplier should deposit cash in his business bank account to claim input tax 
2. Same party receivable and payable can be setoff if sales tax has been charged and paid by both 
parties, and registered person has obtained approval of the Commissioner before adjustments, 
(2) The payment for credit transaction should be made within 180 days of issuance of the tax invoice, If 
condition is not fulfilled buyer will not be entitled to claim input tax. 


Section 73 


Sales by General Tyre S. 73 does 
To Registered(KIA) - To Uñ-Registered 


KIA (Registered) and General Tyre 
A. KIA (buyer) should: 
1, make payment exceeding 50,000 thru cheque/banking instrument from his business bank 
account to business bank account of General tyre (Supplier) 
2. make payment in 180 days 
If any of above violated input disallowed to KIA. 


B. Supplier did not receive money in business bank account 
If above violated input disallowed to General tyre (for rubber used in tyre sold). 


Unregistered buyer and General Tyre 


Buyer paid cash and General tyre deposited cash in bank account, 
Input is allowed to General tyre (for rubber used in tyre saih, 


8A. Joint and several lia 
Where.a registered p 


bility of registered persons in supply chain where tax unpaid,— 


erson receiving a taxable supply from another registered person: 
is in the knowledge or 


* has reasonable grounds to suspect 


r ere wane wig: te of that or any previous or Subsequent supply would go unpaid, e? 
e i joi 
severally liable for unpaid ae ent, such person as well as the Person making supply shall be jointly an 


e Board may exempt any transactions from the ambit of this section 
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gp. Adjustable input tax.— 


A registered person shall not be allowed to adjust input in a t i i 
(1) Excess input tax shall be ax period exceeding 90% of the output tax. 


ied forward to the next tax period, and shall be considered as in 
c f put tax for that 
pute The Board may prescribe the Procedure for refund [(as mentioned in sub-section (2) below]. [S. 


Input tax on fixed assets/capital goods shal! not be restricted to 90% of output. 
The Board may exclude any persons from the ambit of above provision. 


(2), (3) Where input tax is restricted up to 90% of Output tax an adjustment or refund will be allowedto a 
registered person. 
For claiming the adjustment/refund the person should fulfill following conditions:— 


B Condition applicable 
(i) uld furnish a ‘statement along with 
ccounts certified by the auditors 


> 


If the registered person’s account are The person sho 
subject to audit under Companies | annual audited a 


(ii) 


In case of other persons The person should fulfill the conditions and 


restrictions specified by the Board 
The adjustment/refund of input tax shall be made on yearly basis in the 2nd month after the end of the 
financial year. f 

(4) The Board may prescribe other limit of input tax adjustment. 


(4A) Input tax allowed for locally manufactured electric vehicles shall be allowed upto output tax. No refund or 
arry forward of excess input tax shall be allowed. 


Question 
Following data is provided by an entity manufacturing electric vehicles: 
Output charged l . 93 
Input paid 


170 
Calculate tax payable to Government? 
Answer 
Output ` l 93 
Less: Input allowed (93) 
Payable ; 0 
Input Dead (170 — 93) 77 


(5) An auditor found guilty of misconduct in furnishing the above certificate [mentioned in sub-section (2)] 


shall be referred to the Council for disciplinary action under Chartered Accountants Ordinance. 
(6) In case a Tier-1 retailer does not integrate his retail outlet during a tax period or part thereof, the a“‘ustable 
input tax for whole of that tax period shall be reduced by 60%. ` 


Question 


Following data is provided by a Tier-1 retailer who has not integrated his retail outlet: 
Output 
Input 


Answer 
Output 
Input [40 — (60% x 40)] 


9, Debit and credit note, — 


cre a registered person has issued a tax invoice and due to cancellation or return of goods or a change in 
Value of supply the amount as per the tax invoice needs to be modified, he may, issue a debit or credit note. 


daa 
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10. Refund of input tax. — $ 
(1) If the input so paid by a registered person on purchases exceeds the output tax because of: 

e zero rated local supplies or 

e exports : , , 

the excess input shall be refunded within 45 days of filing of refund ESAE iniseti 
(2) Ifa registered person is liable to pay any tax, default surcharge or pena ns under_any law administered by 

Board, the refund under Sales Tax Act shall be made after adjustment oft at amoun : i l 
(3) Where a person has claimed input tax credit or refund which was not issible, the proceedings against 

i ithin 60 days. 
Sa ek ! days may be extended upto 120 days by an officer not below 


For any enquiry or audit or investigation 60 t à 
the bes of pa Additional Commissioner. The Board may extend the period upto maximum of 9 months. 


i i -levi ly refunded.- 
Assessment of Tax and recovery of tax not levied or short-levied or erroncously r 
(1) An officer of Inland Revenue shall make an assessment order of tax (imposing penalty and default 


11. 


surcharge) if: 
e a person fails to file return by due date or 
e the person pays less tax due to miscalculation 
The order shall be passed after giving a show cause notice. 
If a person files the return after the due date and pays the tax (including default surcharge and penalty), 
the show cause notice and order of assessment shall abate. 

(2) Ifa person has: 

ə not paid the tax on supplies made or 

e made short payment of tax or 

e claimed input tax credit or refund which is not admissible 

an officer of Inland Revenue shall make an assessment order of tax (imposing penalty and default 

surcharge). 

The order shall be passed after giving a show cause notice. 

(3) Where due to collusion or a deliberate action tax is not levied or short levied or erroncously refunded an 
officer shall issue a show cause notice for payment of tax, 

(4) Where due to inadvertence or error tax is not levied or short levied or erroneously refunded officer shall 
issue a show cause notice for payment of tax. 

(4A) Where any person, required to withhold sales tax fails to withhold tax or withholds it but fails to 

deposit tax, an officer of Inland Revenue shall determine the defaulted amount after giving a show 
cause notice, . 

(5) Show cause notice can be issued within $ years of the end of financial year in which relevant date falls. 

The notice shall specify the grounds and the officer shall consider the representation made by the person. 
n assessment order shall be passed within days of issuance of show cause notice or within such 


extended period as the Commissioner ma fix. Extension 
: . . shall 
Following period will not be counted: y not exceed further 90 days. 


* Adjournment because of Alternative Disp 
e Adjournment by the 
Question t 
k; Mr. Qasim has made taxable sale į 

S n the month of September 
A Sap Po a : October 2011 (It is called as ie ane lt 
“ a Show cause notice can be issued (i.e. within 5 years from end of 30-06-2012) 


answer The assessment order can be issued within 120 Days from 12 


fi Resolution proceedings or 
petitioner not exceeding 60 days 


-06 


-2017 i.e., by 10 October 2017. 


Example 
Mr, Omar has filed the return 


So under the given Scenario, t 


Assume show ae Y which show cause noti ; : 
can be made. Cause notice is issued on 5-Feb-2017 notice can be issued is 30-June-2017. 


The assessment order can be made by 05 


-June-2017, 


Cp A 


If a person fails to file a return, an officer, : i 
(6) minimum tax. ' otiicer, not below the -_ of Assistant Commissioner, shall determine 


(7)- “Relevant date” means- 


(a) The time of payment of tax (as provided w/s 6); and 
(b) In å case of erroneous refund, the date of refund. 


Difference between Return and assessment of income tax and sales tax 


Income Tax Vs. 


Return filed by taxpayer 
(becomes assumed assessment 
order) 


4 J 


Sales Tax 
Return filed by taxpayer 


Audit Audit 
4 L 
Show Cause Notice Show Cause Notice 
4 + 
Amended assessment order * Assessment order 
11A. Short paid amounts recoverable without notice — 
Where a registered person pays tax less than indicated in his return, the short paid tax (including default 
surcharge) shall be recovered from him: . 
e by stopping removal of goods from business premises and 
+ through attachment of business bank accounts 
a without giving him a show cause notice. 
However penalty will be imposed after issuing show cause notice. 
11B. Assessment giving effect to an order : 
(1) Where an assessment order is to be issued to give effect to (after) any order made by Commissioner 
(Appeals), Appellate Tribunal, High Court or Supreme Court than the Commissioner (or an officer of Inland 
` Revenue) shall issue the appeal effect order within 1 year from the end of the financial year in which 
appellate order is served. : 
(2) Where because of order of the Appellate Tribunal, High Court or Supreme Court, an assessment order is 
remanded and the Commissioner or Commissioner (Appeals) or officer of Inland Revenue, is directed to pass 
a new order of assessment, they shall pass the new assessment order within 1 vear from the end of the 
financial year in which the appellate order is served. ` i 
der is not required to be issued within | year if an appeal is made against the order of 


wW 
appellate authority. 

13. Exemption , - 

(1) Supply of goods or imports specified in the 6th Schedule shall be exempt from tax subject to conditions 
specified by Federal Government. i i : 

(2), (3) However the Federal Government may, whenever circumstances exist to take immediate action for the 
Purposes of national security, natural disaster, national food security in emergency situations and 
implementation of bilateral and multilateral agreements, exempt any taxable supplies or import from whole 
or any part of tax, f 
The exemptions may be allowed from any previous date 


(6) The Board shall place before National Assembly all notifications issued in a financial year. 
Note: Sales made by cottage industry are exempt from tax. 


———$—$— 
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Difference between zero rated and exempt suppl 


|Description | Zero Rated Suppl 
Definition It is a supply which is charged to tax at It is a supply which is exempt from tax 
the rate of zero per cent sain 
nput tax paid is inadmissible 


inp 
fae = qed refundable Goods mentioned in Sixth Sthedule. Notified 
notified by FBR or by Federal Government and FBR 
mentioned in the Fifth Schedule l 
"aeaa | Reqoked tobe registered | No regukement of registration 


Requirements 


14AB. Discontinuance of gas and electricity connections 3 . . 
FBR is empowered to discontinue the supply of gas and electricity to the following persons while notifying the gas 


and distribution companies: 
Fails to register for sales tax purpose 


Any person including Tier-1 retailer 


Registered tier 1 retailers Not integrated with FBR System 


FBR shall restore their connections subsequent upon registration/integration. 


CHAPTER-IV 


BOOK KEEPING AND INVOICING REQUIREMENTS 
22. Records.— 


(I) A registered person making taxable supplies shall maintain and keep at his: 
e business premises or ` 
e registered office 
in English or Urdu language the records of: 
e goods purchased and imported and 
e supplies made (including zero-rated and exempt supplies) 
by him or by his agent. Records will be kept in such form that his tax liability can be readily ascertained. 
Following is the detail of records required to be kept: 
(a) records of supplies made shall indicate the description, quantity and value of goods, name and address 
of the person to whom supplies were made and the amount of the tax charged; 
(b) records of goods purchased shall show the description, quantity and value of goods, name, address and 
registration number of the supplier and the amount of the tax on purchases; 
(c) records of goods imported shall show the description, quantity and value of goods and the amount of 
tax paid on imports; 
(d) records of zero-rated and exempt supplies; 
(da) double entry sales tax accounts; 


(e) ee. a pre: Git notes, bank statements, banking instruments, inventory records, utility 
ills, salary and labour bill x s 
SA ills, cash book, rental agreements, sale purchase agreements and lease 
(ea) record relating to gate passes, inward or outward i 
: i y , and transport : 
(eb) electronic version of records mentioned in clause (a) to “<a 
an) 9 r any other records as may be specified by the Board , 
e Board may require a registered person to use onl such number of business bank accounts i 
The person will only use these accounts for making CNE, eae L = a s ban unts as specified. 
A Ti ka may specify to keep other records ; ere 
e Board may specify for any person to use el ; 
(3) The Board will prescribe procedure or software for elec sisters approved by the Board. 
returns. The Board may further approve the software for 2 afer, alse a 


(4) A registered person whose accoun udi ed under of the 
ts are aud i 
i it ifi It Companies Act, shall submit ac 
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23. Tax Invoices.- A 
(a) A registered person making a taxable supply shall issue a serially numbered tax invoice at the time of supply 
following particulars in Urdu or English language, namely:- 
(a) name, address and registration number of the supplier; 
(b) name, address and registration n 


not for the purpose of resale or processing 
(c) date of issue of invoice; 
(d) description, including count, denier and co 
goods; 
(e) value exclusive of tax; 
(f) amount of sales tax; and 
value inclusive of tax: 
The Board may specify modified invoices, For a taxable supply only one tax invoice shall be issued. 
Further if it is subsequently proved that CNIC provided by the purchaser was not correct, liability of tax or 


penalty shall not arise against the seller, in case of sale made in good faith. 
(2) Only a registered person shall issue an invoice. 


(3) A registered person making a taxable supply may issue invoices to another registered person electronically 
and to the Board as well as to the Commissioner. 


24. Retention of record and documents for six years.- 


A person shall retain records/documents for a period of 6 years efter the end of the tax period to which they 


relate or till final decision is received in proceedings for assessment, appeal and Alternative Dispute 
Resolution Committee. 


nstruction in case of textile yam and fabric and quantity of 


25. Access to record, documents, etc.- 

(I) Production of records 
A person maintaining records shall, on required by Commissioner, produce records in his possession. 
If record is kept on electronic data, he shall allow the officer to use the machine. 

(2) Commencement of audit 


The officer of Inland Revenue after obtaining record may, once in a year, conduct audit: 
f issioner has i ion egistered is involved in ta raud or evasion of tax, he may 


authorize an officer, not below the rank of Assistant Commissioner, to conduct inquiry/investigation. 
QA) If records of a person have been audited by Auditor-General of Pakistan, the officer can also conduct audit;. 


For above, the Commissioner may conduct audit proceedings electronically through video links, or other 
Prescribed facility, 


(4A) Completion of audit 


() if completion of audit, the officer of Inland Revertue may, pass an assessment order (u/s 11) 
ar 


Sglstered person wishes to deposit short paid or evaded tax with default surcharge voluntarily, before 
noti audit, no penalty shall be recovered: 
rson 


Ifa registered person wishes to deposit short paid or evaded tax with default surcharge during the audit, or at 
aY-time before issuance of show cause notice, he may deposit evaded tax, default surcharge, and 25% 
penalty: 

Ifa registered person wishes to deposit short paid or evaded tax with default surcharge after i f 

Suse notice, 


after issuance of show 
L he shall deposit the evaded tax, default surcharge, and full penalty and then, the show cause 
notice, shall stand abated 


i i 
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25A. Drawing of samples.- , a 
Vhere pe i of Inland Revenue requires a sample of any goods fo 
+ — determining tax liability or . 


e establishing their value or 
° any other reason, 


he may se a minimum quantity for enabling proper examination. io “ea 
While Sree ene ponte in possession of the goods shall be informed and an opportunity will be given to: 


e — sign the representative samples so oa 
k nding sample for his recor , i 
iaie as be ice sre peaatl receipt. The copy of receipt shall be kept in the record by the person 


and the LTU or RTO. 


25 AA. Transactions between associates . s s 
The Commissioner or an officer may, in case of transactions between associates, determine the transfer 
price to reflect fair market value of supplies in an arm’s length transaction. The Board may, by notification in 
the official gazette, prescribe rules for this purpose. 


Chapter-V 
RETURNS 


26. Return.— 
(1) Every registered person shall furnish till due date a true, complete and correct return in prescribed form upto 
15° day of next month following the end of tax period to a designated bank or other office specified by the 

Board, indicating: 

e the purchases and the supplies made during a tax period, 

e the tax due and paid and 

* such other information, as may be prescribed. 
The Board may, require any person or class of persons to submit return on quarterly basis. 
The Board may. require any person to submit return annually in addition to the monthly or quarterly return. 
Revision o retum 


A registered person may on approval of the Commissioner, file a revised return to correct any omission or 


Surcharge +25 % of penal 
Amount of tax evaded + default surcharge +100 % 
aks [ If this amount is paid the show cause notice 
The me mais Shall stand abated 


during a tax period. mmary of imports, purchases and supplies made 


icu 1onthiy sales tax retu 
(1) The retum shall indicate: 


(i) Sales tax registration number (STRN), name 
i l , and add 
(ii) name, address and registration, number of the reciplent asd Nas Pkr, 
case -r be, excluding supplies made by a retai] a 
„„ amount does not exceed rupees 100,000, i i 
(iii) Date of issue of a di: 


NTN of the Unregistered person, as the 
+ n, pe 
er where the transaction value inclusive of ae tax 


s being made to an ordinary consumer 
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(iv) description, including count, denier and construction in case of textile yarn and fabric and quantity of 
5; 
(v) ; ax credit carried forward from previous period. 
(vi) Value of supplies i 
(vii)Output tax due on supplies as under: 
a) Local taxable supplies 
b) Exempted supplies 
c) Zero rated supplies 
(viii) Value of purchases 
(ix) Input tax paid on purchases as under: 
a) Local taxed goods 
b) Imported taxed goods 
c) Exempted purchases 
d) Zero rated purchases 
e) Other purchases 
(x) Arrears payable 
(xi) Amount payable / refundable. 


- The registered person shall deposit in bank, the tax indicated as “Sales Tax Payable” in the 


return. 
- Incase no sales tax is payable by the registered person, he shall file “Nil” return without depositing 


any tax. 


26AB. Extension of time for furnishing ret: in 
(1) A registered person required to furnish a return u/s 26 may apply to the Commissioner for an 
extension of time. 
(2) The application for extension will be made by the due date of fuinishing the return. 
(3) After receiving application if Commissioner is satisfied that the applicant is unable to furnish the return by 
the due date because of — 
(a) absence from Pakistan; 
(b) sickness or other misadventure; or 
(c) any other reasonable cause, 
the Commissioner may grant the applicant an extension of time. 


(4) Lis the maximum period for whi ion can be granted 
ey oan hag should not exceed from the due date. In exceptional circumstances longer time may 
ed. 


Where the Commissioner has not granted extension for furnishing return, the Chief Commissioner may on 


application made by taxpayer grant extension or further extension upto 15 d i 
lays. In exceptional 
circumstances longer time may be granted. ° j j 


(5) Ifa person gets extension he will still be liable to pay the default surcharge, 
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SE 


Special Returns.-- 


In addition to return specified u/s 26- 


(a) 


-(b) 


a registered person shall furnish special return within such date and covering such period as specified 


by the Board. 

The retum shall contain information relating to: 7 
° quantity manufactured, 

G purchases made, 

° goods supplied or 


° payment of arrears made. : 
the Commissioner may require any person whether, registered or not, to furnish a return and the 


person shall furnish it by the date specified by the Commissioner. 


Final Return- — 
A person applying for de-registration shall before de-registration furnish a final return to the Commissioner. 


The manner and time will be directed by the Commissioner. 


Return deemed to have been made.- , 
A retum filed by an appointed representative shall be considered as having been filed by the person unless 


contrary is proved. 


Restriction on input on supplies to unregistered persons (Sec 73(4),Sec 23, Sec 8) 
A registered person can make sales to un-registered person upto: 


Rs. 10 million per person per month 
Rs.100 million per person in a financial year 


In case of non-compliance the supplier shall not be entitled to claim input tax. 


[Refer Question on next page] 
Note: Above provisions shall not apply to supplies made to Federal/provincial/local Government departments, 


diplomats and privileged persons. 
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= Enterprises has submitted the following data for the month of June: 
Total sales- registered persons (taxable) 
Total sales - unregistered persons (taxable) 
Export sales 
Exempt supplies 
Purchases from registered suppliers 
hases from unregistered suppliers 


Rs, 
50,000,000 
30,000,000 
13,000,000 

1,000,000 
28,000,000 
14,500,000 


Note: Total sales to unregistered persons (taxable) include Rs, 12 million sales to a single party which is 


unregistered. 
r 
Answer Star Enterprises 
Sales tax Liability 
for the month of June 


tion of tax liabil 


Output tax (80,000 x 18%) 
Less: Input tax (lower of) 


Rs, in “000” 
14,400 


- Actual input tax S 
b/f input 3,646 


- . 90% of output (14,400 x 90%) 


Further tax @4% of sale to un-registered (30,000 x 4%) 
Tax Payable 
Refundable against exports 


(W-1) Calculation of input tax , 


Purchase from registered person (28,000 x18% ) 
Purchase from un-registered persons 


(W-2) Apportionment of input tax 


La local supplies (registered and unregistered < 10 mill.) (80,000 — 12,000) 
bh local supplies (unregistered > 10 mill.) 


Exempt 


3) Calculation of taxable sale 


To Regi 
Registered Customer Taxable supplies 


To Unree} ' 
To Un it ered Customer Taxable supplies < 10 million (Bal.) 


Customer Taxable supplies > 10 million 


aü re 


Rs. in “000” 
5,040 
5,040 


Turnover Input tax 


68,000 3,646 


12,000 643 (Dead) 
13,000 697 
1,000 54 (Dead) 


94,000 5,040 


Rs. ‘000° 
50,000 
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UPP S 


4 
1. Sale to diplomats, diplomatic missions, privileged persons. 


Sales of raw materials, for further manufacture of goods in the Export Processing Zone. 


1. Live Animals and live poultry. 

2. Meat of bovine animals, sheep and goat 
3. Fish 

4. Eggs 

5. Computer software 
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PRACTICE QUESTIONS 


Question involved in the manufacturing of cars and has provided the following data; m 
- pi Sale of cars to customers erste 
» Car putto personal use pasts 
iven in charity ,600, 
: oh shifted from factory for use in admin office pipe 
e Purchase of goods ,000, 


ired: 
pours his tax liability. 


Answett ` (6,000,000 + 800,000 + 1,600,000 + 1,600,000) x 18% poe tte 
oe ah ti (4,000,000 x 18%) 720,000 
Less: Input 1,080,000 

Question-2 

Mr. Waleed provided following data: 

i : 1,200,000 

Sales - Taxable 300,000 

= - eee 400,000 

ee 3,000,000 

Purchases from registered persons 00.000 
Purchases from unregistered persons 2,000, 

Required: 

Calculate his tax liability, 

Answer-2 
Ovtput tax (1,200,000 x 18%) 216,000 
Less: Input Tax (Lower of): l 

- Actual 341,053 
- 90% of 216,000 194,400 194,400 
Sales tax payable 21,600 
Refundable against exports Rs, 85,263 
of input Tax Rs. 146,653 (341,053 — 194,400) 
(W-1) Input Tax (3,000,000 x 18%) 540,000 
(¥-2) Apportionment of input Tax 
Sale Input 
Sale - Taxable 1,200,000 341,053 
Sale - Exempt 


400,000 113,684 
Sales — Exports 300,000 __ 85,263 
1,900,000 540,000 
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Question-3 
Mr. Azhar has provided you the following information regarding the month of January 2011: Rs. 
(i) Taxable supplies — registered persons 2,750,000 
(ii) Taxable supplies — un-registered persons 200,000 
(iii) Ice cream (an item of 3“ Schedule — retail price Rs.1.5 million) 1,200,009 
(iv) Life saving drugs — exempt goods 4,000,000 
(v) Exports 2,000,000 
(vi) Sales to employees 300,000 
(vii) Sales to diplomatic mission 200,000 
50,000 


(viii) Goods taken for private use 


1. Purchases of fixed assets amounted to Rs. 300,000. This figure is inclusive of sales tax. 
2. Purchase of raw material from un-registered suppliers amounted to Rs. 1, 800,000. 
3. Purchase of raw material from Pakistan from registered suppliers amounted to Rs. 2,600,000. 
Purchases include two invoices: 
e one relating to March 2010 of Rs. 12,000 and 


e other relating to September 2010 of Rs. 14,000. 
The invoices were not accounted for in the relevant period because of their non-receipt. 
Examination of creditors’ ledger reveals that an amount of Rs. 100,000 is still outstanding on account of the 


purchase made from a registered supplier on July 12, 2010. The input tax on the said purchases was 
accounted for in the relevant tax period. 


5. Import of raw material ; Rs. 
- Value of documents retired during the period excluding custom duty 20,000 
- Rate of Customs duty 20% 
6. Brought forward sales tax credit from previous month amounted to Rs. 700,000. 
7. Debit notes issued during the tax period are: 
148,529 


Debit Notes issued for purchases returns of taxable supplies 


8. Goods purchased from unregistered suppliers are exclusively used for making taxable supplies (local). 
9, Input tax on Motor vehicles purchased (for use) amounted to Rs, 200,000. 

a Supplies having market price of Rs. 10,000 have been replaced free of cost. 

. Settlement/cash discount allowed on taxable sale is Rs. 2,000. 


uired: 


Compute the sales tax payable/refundable. 
Input tax credit to be carried forward, if any. 
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Answer-3 
Calculation of tax liability 
tax 


Output 

Less: Input tax (lower of) 
-Actual input tax 
b/f input 


-90% of output 
Less: Input on fixed assets 


Further tax@4% of sale to un-registered 
Sales tax Payable 


c/f input 
Refundable against zero-rated 


Workings 


W-1: Calculation of input tax 
Common input 


Purchase of raw material 

Imports 

Less: Purchase return 

Less: Creditors not paid in 6 months 


Input on fixed assets 


Fixed assets 


W-2: Apportionment of input tax 


Taxable local supplies 
Zero-rated (2,000,000 + 200,000) 
Exempt 


W-3: Calculation of output tax 


es to un-registered pe 
Sales to other than un- registered persons 
Taxable supplies — registered 
Ice cream supplies 
Sales of employees 
Private use 


Not included: 


L Invoice of Rs. 14,000 is ignored as it is properly d 


(4,800,000 x 18%) 864,000 
185,640 
700,000 885,640 

(864,000 x 90%) 777,600 (777,600) 
86,400 

19,969 

66,431 
(200,000 x 4%) 8,000 
74,431 
(885,640- 777,600) 108,040 
(85,085+ 9,153) 94,238 
(2,600,000 - 12,000) x 18% 465,840 
(20,000 + (20,000 x 20%) x 18% 4,320 
(148,529 x 18%) (26,735) 

(100,000 x 18%) 18,000 
425,425 

(300,000/118x18) 45,763 

Tumover Common Fixed 
Input assets 
A B 


4,800,000 185,640 19,969 


2,200,000 $5,085 9,153 
4,000,000 154,700 16,641 


senate 
11,000,000 425,425 45,763 


200,000 
2,750,000 


educted within in 6 months. 
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Question-4 

Following data is provided by Mr. X for the'month of January: 

Taxable Salesto - Registered customers 900 
- Un-Registered customers ; 800 

Export sales 500 

Exempt sales 300 

Purchases from - registered supplier 4,000 
- Un-registered supplier 1,000 


Sales tax is payable at the rate of 18%. All the above figures where applicable are exclusive of sales tax. 


Required: 

(a) Compute the sales tax payable/refundable. 

(b) Input tax credit to be carried forward, if any. 

Note: show all relevant exemptions, exclusions and disallowances. 


Answer-4 
Mr. X 
Month of January 
Sales tax liability 
Output (1,700 x 18%) 306 
Less: Input (lower of:) 
- Actual = 490 
- 90% of output (90% x 306) =275 Z UR 
; 31 
Add: 4% further tax on sale to un-registered (4% x 800) 32 
Payable to Government E 63 
Refundable against zero rate 144 
C/f input to next month (490 — 275) 215 
WORKINGS 
(W-1) Input Tax k 
Purchased — registered (4,000 x 18%) 720 
Purchase — Unregistered 0 
à brocas 
720 
——— 
(W-2) Apportionment of input 
Taxable (900 + 800 
Zero’ ) . 1,700 490 
Exempt 500 144 
300 86 
2,500 720 
501! 


689 CamScanner 


Chapter 20 


wenn Mt OVI Yee y ye gyy. 


“Se&eadns aon 


Revision of Return 
mm 


Bi 
With in 60 Days Within 61-120 Days 


TAX PAYABLE Î || TAX PAYABLE 
REFUND $ || REFUND 


a= Approval required 


ey tlh «C8 Bee +À ws. =y YY? > a 4 TYF YYT- r Roye T ` E “a#Oo9 & H 


Approval required 


15 February 30 April 31 May 
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Value of Supply 


TEE A U Sh An AAA h RA Geer eet ors i 


{ix} Honda 


ee eag o Cae dhe oe ro r 


Finished 

Goods 

(VOS is amount 

Of processing charges 

of Rs. 50 billed by Imran) 


Raw 
Material 


Imran Khan 


semematnertnrion Bt SVIVIVV VV IVY -eomz C@w ao een 
Finished 


Goods (Leather bags) (Teye) 
Raw (VOS is market price of 
Material Bags i.e. Rs. 300 and not 
(Leather processing charges 
Sheets) of Rs. 50 which are 
(Exempt) billed by Imran) 


Imran Khan 


Honda 
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E Rew 7 ê & 


me 


Sir Asif sold 

Repai 

to sir or 

Rs. 7 mill. 
—_— = 


Conclusion: VOS for sir Asif is value addition of Rs. 2 million. 
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_ Short title, application and commencement [Rule 1] 

. Definitions [Rule 2] 

. Requirement of registration [Rule 4] 

. Application for registration [Rule 5] 

. Temporary registration [Rule SA] 

. Compulsory registration [Rule 6] 

. Change in the particulars of registration [Rule 7] 

. Transfer of registration [Rule 8] 

9, Option to file application with Commissioner [Rule 9] 

10. Cancellation of multiple registrations [Rule 10] 

11. De-registration [Rule 11] 

12. Blacklisting and suspension of registration [Rule 12] 

13. Filing of returns [Rule 14] 

- Filing of Annual Sales Tax return [Rule 17] 

- Electronic filing of Sales Tax return [Rule 18] 

s Cancellation or return of supply [Rule 20] 

l g iT in value of supply or amount of sales tax [Rule 21] 
‘ “cJustment of input and output tax [Rule 22] 
Destruction of goods [Rule 23] 

* “¢termination of input tax [Rule 25] 


on nw A WN ~ 
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CHAPTER 21 
SALES TAX RULES 2006 
—— CLES, 2006 


Abbreviations used 
LRO: Local Registration Office 
CRO: Central Registration Office 


RTO: Regi 
LTU: arg 


onal Tax Office 
e Taxpayer Unit 


1 Short title, application and commencement.— 
F These Rules may be called the Sales Tax Rules, 2006. 
2. Definitions. - : ete as 
(xxxv) Snil retum" is a retum indicating that no sales tax is payable by the registered person for the tax 
period; 
(xlvii) "residual input tax" is the tax paid on raw materials, components and capital goods being used for 
making both taxable as well as exempt supplies, It does not include the input on raw materials 
used only for making taxable or exempt supplies; 


CHAPTER- I 
REGISTRATION, COMPULSORY REGISTRATION AND DE-REGISTRATION 


4, Requirement of registration: The following persons making taxable supplies in Pakistan (including zero- 

rated supplies) are required to be registered:- 

(a) a manufacturer who is not running a cottage industry; 

(b) a retailer who is liable to pay sales tax except such retailer required to pay sales tax through his 
electricity bill; \ 

(c) an importer; 

(d) a wholesaler (including dealer) and distributor; : 

(e) a person required, under any other Federal or Provincial law, to be registered for tax collection 
as if it were a levy of sales tax; and 

(f) a commercial exporter who intends to obtain sales tax refund for his zero-rated supplies, 


Application for registration: 


) A Person required to be registered shall apply on computerized system for it through owner, member or 


oppi authorized director. Application will specify RTO where registration is required. The jurisdiction 
IS as follows: 


Person 

a) in case of listed or unlisted public limited 
compa n 

b) incase of other companies 


Area where registration required 
the place where the registered office is located 


(i) if the company is engaged in manufacture or 
processing, the place where factory is situated; 
(ii\if the company is engaged in business other 
than manufacture or Processing, the place 
where main business activities are carried on; 
the jurisdiction where business is actuall carried on 
the jurisdiction where the manufacturing unit is 


in case of a person not incorporated 
in case ofa person not incorporated, having 
a single manufacturing unit and whose 
iness premises and manufacturing unit 
Ti in different location 
© Jurisdiction of Large Taxpayers Units shall be specified by the Board. 
may transfer registration where place of business or registered office or manufacturing unit is located. 
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(2) The applicant having NTN or income tax registration shall, using his login credentials, upload following 


information and documents: 

a. bank account certificate issued by the bank in the name of the busi j 
registration or consumer number with the gas and electricity supplier; —_ 
particulars of all branches in case of multiple branches at various locations; 

. . Ps d 

GPS-tagged photographs of the business premises; an , , i 7 
in case of manufacturer, also the GPS tagged photographs of machinery and industrial electricity 
or gas meter installed. 
(3) On furnishing above documents, the system sha 
After registration, the applicant or his authorise 


business; 


PaO es 


ister the applicant for sales tax. 
awe shall visit e-Sahulat Centre of NADRA within a 


"~ month for bio metric verification. In case of failure, the name shall be taken off the sales tax Active 
ore ire post verification through field offices or a third 
t 1 1 1 d party. 
(5) In case of manufacture, the Board may require pos : : i 


(6) In case the field office, finds that any document provi í 
through the system, to provide the missing document, In 
shall be taken off from the sales Active Taxpayer List. 


15 days. In case of failure the registered person 


Registration (Jurisdiction) 


Persons not 


Company taian) 


(Others) (c.g, Individuals 
and AOPs) 
Public Co, Private Co. 
(Listed or | - 


unlisted) Manufacturing Manufacturing 
it and unit and 
En Not engaged van an ; 
Place of ra gaged in manufacturing oma (office) pt 
office manufacturing eae in same location (Office) 
is) | | in different 
Place location 
where | Place where 
factory is” Place where business is 
located main business carried on esi boa 
activities (Means office) — 
mep unit 15 
amied located 


5A. Temporary registration 
(1) Where a manufacturer files application for sales tax registration as a manufacturer without installing 
machinery (for the purpose of import) temporary registration shall be allowed to him for a period of 60 days 
if he furnishes complete list of machinery to be imported along with Bill of Lading or Goods Declaration. 
(2) The temporary registration shall be issued by the computerized system within 72 hours of filing of the 
i complete application. 
3) The person shall now import plant, machinery and raw materi i i 
erials, etc. € 
üi genoa authorities a post-dated cheque of see a 
list of machinery installed is not submitted within 60 da istrati 
ist of i ys of tempo 
ne Pecans oe be disabled and the post-dated cheques shall be mentee” hasan 
rson holding temporary registration shall file month! i 
A pe temporary ] y retum, but shall sales 
invoice and if such invoice is issued, no input tax shall be admissible to his aay niaii 


(6) No sales tax refund shall be paid duri ; 
paid during th . . i z 
forward to his returns for subsequent tax << of temporary registration and input may be carried 
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6. 
(1) 
(2) 


(3) 
(4) 


1. 
(1) 


(3) 


(I) 
(2) 


Compulsory registration 
If a person required to be registered does not apply for it, 


the Commissioner may issue a notice to such 
person. 
If Commissioner receives a reply from th 
personally hear the case, Then, he may pass an 
provided to that person. The order shall be entered in computerized system. 


a person does not respond to the notice, Commissioner shall compulsorily register through computerized 
system and will inform him through courier service. 


A compulsorily registered person will comply with all provisions of Act. If he_ fails to do so, the 


Commissioner may: 

e issue notice for production of records and 

e require him to appear in person 

to assess the sales tax (u/s 11 of the Act). 

If later on it is found that a on was not liable to be registered but wrongly registered due to r the 


Commissioner shall cancel the registration through computerized system. Now he shall not pay any tax, 
default surcharge or penalty. However he will only pay excess tax collected (u/s 3B). 


rson, contesting his liability to be registered, he shall 
order for compulsory registration. Copy of order shall be 


Change in the particulars of registration. — 


In case of change in the name, address or other particulars in registration certificate, the person shall notify 


it in computerized system in 14 days of change. 

The change as ‘manufacturer’ shall be allowed if all conditions in Rule 5 are fulfilled. 

If change is approved, computerized system will issue revised registration certificate. The effective date 
shall be the date the person appiicd for change. 


The Commissioner may based on available information, after inquiry make modifications in the registration 
of the person. 


Transfer of registration 


The Board may transfer the registration of a person from jurisdiction of one LTU or RTO to another. 
On transfer of registration,- 


a) records/responsibilities of registered pe rred to new LTU or RTO; 


sha 
b) the LTU or RTO where registration is transferred shall now exercise jurisdiction regarding actions 


taken or pending against taxpayer 
In case of transfer, the Board shall issue intimation letter to the person along with a copy to LTU or RTO. 
If a person intends to shift his business activity from the jurisdiction of one LTU or RTO to another, he 
shall apply to the Board, The Board shall follow the procedure as per sub-rules (2) and (3). 
Option to file application with Commissioner: 
A person unable to file application for registration or change in particulars directly in computerized system, 
he may submit data to Commissioner, who shall ensure entries in system within 3 days, 
Cancellation of multiple registrations, — 
A Person holding multiple sales tax registrations shall retain only 1 and surrender others to Commissioner, 
The Board may, allocate separate registration for manufacturing units in different LTU or RTO. 
The tax liabilities of cancelled registration shall be transferred to retained. If registrations are in the different 
or RTOs, the old Commissi shall tra the to the new LTU or RTO. 
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11. De-registration. 

(1) Every registered person: 

who ceases to carry on his business or 

© whose supplies become exempt from tax 
© who transfers or sells his business, 
° 
o 


12) 


who merges with another person ; 
who fails to file return for 6 consecutive months or 
who ceases to remain registered . ; ey 
shall apply to the Commissioner having jurisdiction for cancellation of his nner PAP E 
The Commissioner, on receiving application or on his own initiative may issu 
cancellation of registration, with in the later of following: 
e 90 days from the date of application or ; 
èe the date all outstanding liabilities are cee by him. italy 
The person shall be deregistered through computerize system ac ; _ : 
(2) Tiie Conniionis, will complete audit proceedings within 90 days of date of application and direct the 
applicant to discharge any outstanding liability by filing a final return (u/s 28); pay 
A person applying shall not be de-registered unless he provides record for the purpose o au it aen Es 
(3) The person will be de-registered after a notice is issued and opportunity of being heard is m ed oi ae 
(4) The liabilities before de-registration, shall still be payable because of cancellation/cessation of registration. 


o 


Illustration ; S 
Mr. Umar applied for de-registration on 05" March 2020. Determine the date by which commissioner may 


issue order of de-registration if outstanding: 
(a) Tax liability is paid on 15" May 2020; 
(b) Tax liability is paid on 12" July 2020. 


Solution 
(a) The Commissioner may issue order of de-registration within later of following: 
* 90 days from the date of application i.e. 3 June 2020; or 
* The date all outstanding liabilities are deposited by him i.e. 15" May 2020. 
As 3™ June 2020 is later, the Commissioner may issue order of de-registration by 3 June 2020. 


(b) The Commissioner may issue order of de-registration within later of following: 
* 90 days from the date of application i.e. 3 June 2020; or 
e The date all outstanding liabilities are deposited by him i.e, 12" July 2020. 
2020 is later, the Commissioner may issue order of de-registration by 12" July 2020. 


12, Blacklisting and Suspension of registration. — 
Where the Commissi i 
at the L 


689 CamScanner 


oh Vv 
wa diat eee ee eww) ae we 
| Cnape 


(a) SUSPENSION 


Where Commissioner is satisfied that a registered person has issued fake invoices, evaded tax or committed 
0) tax fraud, registration may be suspended through the 


system, without prior notice, pending further inquiry. 
The basis may include:- 


a. non-availability of the registered person at the given address; 


b. refusal to allow access to business ises or refusal to furnish records to Inland Revenue Officer; 


c. abnormal tax profile, such as taking excessive input tax adjustments, continuous carry forwards, or 
sudden increase in turnover; 


making substantial purchases/supplies from/to other blacklisted or suspended person; 

non-filing of sales tax returns; 

on recommendation of a commissioner of any other jurisdiction; 
g. any other reason to be specified by the Commissioner; 

(i) the written order of suspension shall give the reasons for suspension. Order shall be sent to the registered 
person, all other LTUs/RTOs, the FBR’s computer system for information: 


(ii) ifa registered person does not file sales tax return for 6 consecutive months, he shall be suspended through 
the system without notice; 


(iv) in cases, where the buyers/suppliers of Suspended person, belongs to another LTU/ RTO, and they are to be 
suspended as well, the Commissioner shall inform Chief Commissioner to initiate Proceedings for 


suspension/blacklisting of them; 

(v) no input tax refund shall be admissible to su nded person. Similarly, no input tax refund shall be allowed 
to the buyers on sales invoices issued by him (whether issued prior to or after such Suspension), during 
suspension; 

(vi) the Commissioner shall, within 7 days of order of suspension, issue a show cause notice to the registered 


person to afford an opportunity of hearing within 15 days of the issuance of notice clearly indicating that he 
will be blacklisted if: 


A. there is no response to the notice; 
B. he has not provided the required record; 
C. he has not allowed access to his business record or premises; and 
D. any other reason Specified by the Commissioner; 
(vii) in case notice is not issued within 7 days of the order of suspension, the order shall become void ab-initio; 


mee 


(viii) if suspended Person is not available at given address, the notice may be affixed on the main notice Board of 
the LTU/RTO; 
G) on receipt of reply to the notice (and after giving an Opportunity of hearing to the registered person), if the 
mmissioner js Satisfied, he may revoke the order of suspension; 
: BLACKLISTING 
i p 
If the offence is confirmed, the Commissioner shall issue an appealable self-speaking order for black] isting, 
fi and shall start legal and penal action; 


Order of blacklisting shall contain; 

the reasons for blacklisting, 

: time period for which refund of input ta f blacklisted person or his buyers shall be inadmissible, 
fi) any tax to he paid or penalties to be imposed; 


a order of blacklisting shall be issued within 90 days of issuance of the notice of hearing, 
| become void ab-initio 


LIUA of order shall be sent to registered person, all other LTUs/RTOs, the FBR computer system, Each 
ly) all L shall circulate lists to their refund and audit sections; 


-toal shall circulate copies of order along with list of invoices issued by the blacklisted persons, 
(vi) Officers of Inland Revenue, in whose jurisdiction their buyers are 


g otherwise it 
N) 


fi es Sie receiving the list shall issue show-cause notice (under section 11 
a self ting input tax claimed on sales invoices of blacklisted person and 
‘peaking appealable order. 


] to registered Persons (buyers) 
further decide the matter through 
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SUSPENSION AND BLACKLISTING DECISION TREE 


Order of suspension 
received on 1-March 19 


Show cause notice - Show cause notice 
is not issued by is issued by 
8-March-19 (vii) 8-March-19 


Tax payer responded 


Suspension order in 15 days (vi) 
will become void 
ab initio 
Yes 0 
Reply is He will be 
satisfactory Black listed (vi) 
Yes No 
Order of suspension Offence is Confirmed (i) 


will be revoked (ix) 


Blacklisting Black listing 
order issued order not 
in 90 days issued in 90 
| days 
He will be 
blacklisted Show caus? 
notice void 


Pee yt. 
ap InI 
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CHAPTER-II 
FILING OF RETURNS 
14, Filing of returns- 


(2) Return for person operating in different sectors 
Where a person operates in different sectors where different dates of filing of return have been prescribed 


in the Sales Tax Act, or Federal Excise Act, he shall file a single return for all sectors by the due date 
applicable to his major activity. 


17, Filing of Annual Sales Tax retu p Every registered person which is a private or public limited company, shall 
file annual sales tax return, for a financial year by the 30" September of the following financial year. 


18. Electronic filing of Sales Tax return: 


The retum filed electronically on the web or any magnetic media or computer readable media shall be considered as 
a retum and the Board may, make rules for determining eligibility of data of such returns and e-intermediaries who 
will digitize data and transmit return electronically under their digital signatures. [S. 26 (1)] 
(1) Every registered person required to file return or statement shall file them electronically in manner 
specified by the Board. 
(7) A registered person filing returns electronically shall pay sales tax in any of the designated branches of the 
NBP on the prescribed payment challan or through electronic payment system. 


(8) In cases where due date is 15th of a month, the tax shall be deposited by the 15th and the return shall be 
submitted electronically by 18th of the same month. 
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CHAPTER-III 
DS 
CREDIT AND DEBIT NOTE AND DESTRUCTION OF GOO 


Sales return 
Debtors 


1. On sale return seller will receive debit note if the buyer is Bisel ane 
2. Onsale return seller will issue credit note if the buyer is unregistered pe 
4. On decrease in value of sale seller will issue credit note. In 
|Description | Dawlance (seller) books KIA (buyer) books 
turn : 
KIA. KIA returned the Purchases re 
et Credit Note 
Faheem (un-registered 
person) and Faheem 
Dawlance sold the goods | Sales Creditors eeek and 
and later on it decreased Debtors Purchases Debit Note 
the sales price. 
20. Cancellation or return of supply.— 
l 
— aregistered person has made a supply, and 
— such supply (or part thereof) is cancelled or retumed, 
e the quantity returned or cancelled, 
its value on the basis of the value of supply shown in tax invoice issued by the supplier (seller), 
y pp 
the following, namely:- 
(i) name and National Tax Number of the recipient (buyer); 
(iii) number and date of the original sales tax invoice; 
(iv) the reason of issuance of the Debit Note; and 
E tiajn copy of debit note shall be sent to the supplier and the duplicate shall be retained for record. 
e supply is being retumed/cancelied by an unregistered person (buyer), the supplier shall issue a credit 


Four scenarios 
3. On increase in value of sale seller will issue debit note. saps ils ie elt oi abn 
Dawlance sold goods to Creditors 
Dawlance sold goods to 
returned the goods. . 
Dawlance sold the goods | Debtor Debit Note 
and later on it increased Sales 
the sales price. p 
Where: 
— the buyer shall issue a Debit Note (in duplicate), indicating: 
e 
e the amount of related sales tax, and 
e 
(ii) name and National Tax Number of the supplier (seller); 
(v) signature and seal of the authorized person issuing the note. 
note provid ame particulars as above [as are Specified in sub rule (1)} and keep a copy for record. 


Example 1 

KIA has purchased a refr 
retumed the refrigerator, 
Where: 


igerator from Dawlance by paying Rs. 100 + 18. The KIA later on 


a Dawlance has made a sale to KIA and 
b. Such sale is returned 


c. The KIA shall issue a debit note, indicating: 


the quantity being returned (in thi 
con (in this case 1) 


Rs. 18 

° The following 

i) Name and NTN of KIA 

ii) Name and NTN of Dawlance 
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Mr. Umer Noman student at Crescent College (un-registered person) has purchased a 


refrigerator from Dawlance by paying Rs. 100 + 18, Mr. Umer Noman later on returned the 
refrigerator. 


If the supply is returned by Umer Noma 
credit note. 
21. Change in value of supply or amount of sales tax.— 
(1) Where for any valid reason: 
e the value of supply or 
e the amount of sales tax 
mentioned in invoice issued has increased, the supplier (seller) shall issue a Debit Note (in duplicate), with 
the following particulars, namely:-- 
(i) name and National Tax Number of the supplier (seller); 
(ii) name and National Tax Number of the recipient (buyer); 
(iii) number and date of the original sales tax invoice; 
(iv) the original value and sales tax as in Original invoice; 
(v) the revised value and sales tax; 
(vi) the difference of value and sales tax adjustable; 
(vii) the reason for revision of value; and 
(viii) signature and seal of the authorized person issuing the note. 
(2) Where, for any valid reason: 
e the value of supply or 
e the amount of sales tax 
mentioned in the invoice issued has decreased, the supplier (seller) shall issue a Credit Note (in duplicate), 
with the same particulars as specified in sub-rule (1). 
(3) The original copy [as referred to in sub-rules (1) and (2)], shall be sent to the recipient (buyer) and the 
duplicate shall be retained for record. 
In respect of a case falling under sub-rule (2), the recipient (buyer) shall issue a Debit Note in response to 
Credit Note issued by the supplier as an acknowledgment of the receipt. Same details will be provided in 
the Debit note. 


n (an un-registered person) the Dawlance shall issue a 


Example 3 
KIA has purchased a refrigerator from Dawlance by paying Rs. 100 + 18. Later on Dawlance 
informed that the actual price was Rs. 200 so KIA needs to pay further Rs. 100 + 18. 
Where for any valid reason the value of sale mentioned in the invoice issued has increased, the 
following particulars: 


name and National Tax Number of the KIA; 
Rs, 100 +18; 
Rs. 200 + 36; 
Rs. 100 + 18 


Example 4 
KIA has purchased a refrigerator from Dawlance by paying Rs. 500 + 90. Later on Dawlance 
informed that the actual price was Rs. 400 so KIA will receive back Rs. 100 + 18. 
Where, for any valid reason: 
* the value of supply or 
mentioned in the invoice issued has decreased, the Dawlance shall issue a Credit Note. 
The original copy of the note as referred to in sub-rules (1) and (2), shall be, sent to KIA and the 
duplicate shall be retained for record. 
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Example 5 


In case of Ex. 4 above KIA shall issue a debit note. - . . 
In respect of a case falling under sub-rule (2), the KIA shall issue a Debit Note with reference 


to the Credit Note issued by the Dawlance as an acknowledgment of the receipt of the same. 


22. Adjustment of input and output tax.— 

(D Where: 
e the buyer has returned/cancelled a supply or 
e the tax for sale has been reduced 


the buyer shall not be entitled to claim input tax. f : — 
It refers to a scenario where the return is made in the same month in which goods are purchase 

Example 

Ex. 1) 


Returned 


Purchased 
goods 


goods 


In above case we will not record input in March 


September 


Purchase Price reduced 
made at Rs, 70 by Rs, 20 


In above case we should record net purchase at Rs. 50 


Where the buyer has already claimed input tax credit for purchase, he shall reduce or increase input tax 
with the amount mentioned in the Debit Note or Credit Note, in the return of period in which the note was 


issued. 
It refers t i i i 
hac sea a scenario where the return is made in the any of the next month in which goods are 


KIA r piraan KIA returned g . 
OodSs an oods. 
ote ha As per R. 20(1) now KIA will 
Issue a Debit note 


ens 
KIA recorded input 
—_ p KIA will reduce input 


Purchase 
Creditor 


Creditor Porch 
ase 


(We are debiting creditor so we 


Will issue debit note) 


S11 
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Revision of Rule 22 (2) 
example of Debit Note with increas 
e Honada purchased the goods for Rs.100 and recorded input 
e Later on Dawlance increased the pric, by Rs.30 
e Now Dawlance will issue Debit note as per scenario 3 
e KIA will increase the input with the amount mentioned in Debit note received. 
er has a r d input he shall increase input by amount mentioned i it Note 


e of Credit Note with dec 
e Honada purchased the goods for Rs.100 and recorded input 
e Later on Dawlance decreased the price by Rs.20 
e Now Dawlance will issue Credit note as per Scenario 4 
KIA will decrease the input with the amount mentioned in Credit note received. 


G) Where the supplier (seller) has already recorded output tax in the return for the supplies against which 
Debit Note was issued subsequently, he may increase or reduce output tax by amount mentioned in the 
Debit Note, in the return of period in which the note was issued. 


If goods are returned by an unregistered person, the adjustments referred above can be made on Credit Note 
issued by the supplier (seller). 


Books of Seller 


September October 


Dawlance Sold Dawl. Increased sale price by 
goods for ~ Rs. 40. As per R. 21(1) Dawl. 
Rs. 70 will issue Debit note 


Dawlance recorded sales Dawl. will output 
Debtor 70 Debtor 40 
Sale 70 Sale 40 


Revision of Rule 22 (3) 
Example of Debit Note with d 


* Dawlance sold goods to the KIA for Rs.500 and recorded output 
* Later on KIA returned the goods, 
. 
. 


Now KIA will issue Debit note as per Scenario 1 


aA will decrease the output with the amount mentioned in Debit note received, 
` 5 already re orded output h shall d ase i i ebi 


(4) 


Where Output is reduced or input is increased 
“amis within 180 days of the relevant supply: 
owever Commissioner ma , at the request of the supplier (seller) extend the p 


, the adjustment can only be made if the Debit/Credit Note is 


4 


Both will give ġl-ai to Govt. 
Input t 


In both of the above case 


s note can be issued within 180 days. 
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(5) Where a cancelled or returned supply is subsequently supplied to the: 
e original buyer or 
e some other person 
with or without repairs, supplier shall charge sales tax in the norma 


| way in return of the period in which 
these goods were supplied. i 


Feb 


Jan 


Sold to customer Returned Sold 
By customer again (It is treated 
as normal sales in 


February) 


23. Destruction of goods. 
Where goods are returned by the buyer because these are unfit for consumption and are to be destroyed by the 


supplier (seller), the supplier shall destroy goods after obtaining permission from the Commissioner. The goods will 
be destroyed under the supervision of an Inland Revenue Officer not below the rank of an Assistant Commissioner, 
The input tax credit in respect of goods destroyed shall not be admissible. 

Note: If the goods are destroyed in above manner output will not be charged. However if the goods are not destroyed 
in above manner output will be paid by us through our own pocket. 
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CHAPTER-IV 
APPORTIONMENT OF INPUT TAX 
25. Determination of input tax. 
(1) Input tax paid on raw material purchased for only taxable supplies shall be admissible. 
Input tax paid on raw material purchased for only exempt supplies shall not be admissible. 


(3), (5) The input tax for both e d taxable supplies shall be apportioned according to following formula: 
Residual Input Tax Credit = Value of taxable supplies x Residual input 
on taxable supplies (Value of taxable + exempt supplies) 


An input tax claimed wrongfully because of incorrect application of formula shall be punishable. 
(4) Monthly adjustment of input tax shall be treated as provisional adjustment and at the end of financial year, 
the registered person shall make final adjustment on basis of taxable and exempt supplies made during the 
ear. 


£u/Final adjustment /Us Figures Jeug} Ldkvaiesns Monthly Adjustment, 


Explanation ; 
(1) Input of tyres purchased by Toyota corolla for taxable sale of car is allowed. 


(2) Input of pages purchased by Taj (Quran Company) for exempt sale of quran is not allowed. 


(3) KIA is making sale of cars and holy quran 
The input of KIA will be apportioned. (W-2 


Explanation of Rule 25 (3) (5) 
Month of March P 
Input Residual 

Sale l ` input tax 

credit 


Dead 


80 20 
a Residual 
i input ` 


(common 
input) 


, Value of taxable 
Residual input tax credit = sale x residual input 
(taxable + exempt) 


50 
Is =- * 20 
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LECTURE NOTES 


Mr. Azhar has provided you the following information regarding the month of January 2011: 


Details of supplies 
Local taxable supplies to registered persons (including advance of Rs. 30,000) 


(ii) Local taxable supplies to un-registered persons E 
iii Supply of Ice cream (an item of 3rd Schedule - retail price Rs.1.5 million) 


(iv) Goods taken for private use 
(v) Life saving drugs - exempt goods 
~- (vi) — Exports 


1. 
Purchase of raw material from un-registered suppliers amounted to Rs. 1,800,000. 


Rs. 


2,750,000 
200,000 
1,200,000 
50,000 
4,000,000 
2,000,000 


Other information : 
A new machine purchased for Rs. 300,000 was commissioned into operations during January 2011. 


140,000 


250,000 


a: 
a Purchase of taxable raw material from registered suppliers amounted to Rs. 2,600,000. 
Purchases include three invoices: 
° One relating to March 2010 of Rs. 12,000 and 
a Other relating to September 2010 of Rs. 14,000. 
° An other relating to fake invoice of Rs. 3,000. - 
4. Debit and credit notes issued during the tax period are: 
(i) Sub-standard supplies were returned to vendors. Proper debit/credit notes were 
raised in this regard. 
(ii) Goods were returned by different customers. Proper debit/credit notes were raised 
within the specified period. ; i 
5. Sales tax credit brought forward from previous month amounted to Rs. 700,000. 
Sales tax is payable at the rate of 18%. All the above figures where applicable are exclusive of sales tax. 
Required: 
(a) Compute the sales tax payable/refundable. 


(b) Input tax credit to be carried forward, if any, 
Note: show all relevant exemptions, exclusions and disallowances. 
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estion-2 , 
Faiz Associates (FA) is a partnership concern and registered under the Sales Tax Act, 1990 as manufacturer-cum- 
distributor. Following information has been provided by FA for the month of January 2018: 


Supplies 

Taxable goods to registered customers onan 
Taxable goods to un-registered customers 1,000,000 
Consumable goods supplied on PIA’s international flight 500,000 
Local sales zero rated 700,000 
Purchases 

Taxable goods from registered suppliers 2,000,000 
Taxable goods from un-registered suppliers 450,000 
Exempt goods from registered suppliers 600,000 
Input tax brought forward from December 2017 265,000 


Additional information: 
@ Supply of taxable goods to registered customers include the following: 
. Goods amounting to Rs. 80,000 sold to Hafiz Brothers (HB) on 31 January 2018. 
HB started business in January 2018 and had filed an application for registration under the Sales 
Tax Rules 2006 on 30 January 2018, However, no sales tax registration number was issucd till 31 
January 2018. ` 
p Goods having market value of Rs, 600,000 which were supplied to Parveen Limited, an associated 
company, for Rs. 500,000, 
. On | January 2018, FA launched ‘Halloween Tooth Brush’ which is covered under 3rd schedule. 
The retail price of the tooth brushes is Rs.100 cach. However, being the first month of launching, 
it was sold at a discounted price of Rs.75 each. 4,000 tooth brushes were sold in January 2018. 
(i) Purchases from registered suppliers include: 
. purchase of two air-conditioners amounting to Rs. 150,000 for FA’s new office. 
. an invoice of Rs. 100,000 dated 22 January 2018 issued by Taqi Corporation (TC). However, TC 
was blacklisted by the Commissioner:on 28 January 2018. 
. material worth Rs.350,000 the payment of which was made by depositing cash directly in the 
business bank account of the supplier. 
° material worth Rs.200,000 against which a discrepancy has been indicated by the CREST. 
S : new machine purchased for Rs. 350,000 which was commissioned into operation during 
sas anuary. 
(iii) On 1 January 201 8, FA executed an agreement with Majeed Sons (MS) for sale of locally purchased goods 
worth Rs.225,000. The agreement empowers MS to obtain delivery of these goods anytime it likes. 
tiv) par e a Rs. 70,000, Rs. 45,000 and Rs. 68,000 was paid in cash on electricity, gas and telephone bills 
ively, 
(¥) Five clectric kettles worth Rs. 75,000 were purchased for use in the offices of factory manager and first 
Wi line-supervisors of production workers, 
During the month, FA paid Sindh Sales Tax worth Rs. 8,500 on franchise services. 
i Under the Sindh Sales Tax Laws, such tax is not an admissible credit. 
oe figures are exclusive of sales tax, wherever applicable. Sales tax is payable at the rate of 18%. 
een as lax — by or refundable to Faiz Associates along with input tax to be carried forward, if any, in 
Note: show a um for the month of January 2018. (18) 
relevant exemptions, exclusions and disallowances. 
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Question-3 
reapers Aaen (MA), an association of persons, is registered under the Sales Tax Act, 1990 and is engaged in 
ss of manufacture and distribution of various products. Following information has been extracted from 


MA's records for February 2016: 


Jet fucl to Pak Airways proceeding to Oslo 500,000 
Taxable goods to registered customers - CO norates and others as well 590,000 
375,000 


Taxable goods to un-registered customers 
Taxable goods from registered suppliers 650,000 
istered suppliers 150,000 
280,000 | 


Taxable goods from un-reg! 


Imports - raw material 
Following information is also available: 
(i) Taxable goods purchased from registered suppliers include furniture of Rs. 45,000 which was acquired for 


use in the office of marketing manager. 
(ii) MA purchased 150 bags of cement, cove 
managing partner. Cement was purchased at th 


price was Rs. 500 per bag. 
Advance of Rs. 268,000 was made to Nomi Corporation for the purc 


Rs. 52,000 to one of its customers on two mo 


tion of a bungalow for 


for the construc 
wever, the retail 


red under Third Schedule, 
f Rs. 400 per bag. Ho 


e wholesale price © 


(iii) hase of packing materials. 

(iv) MA sold goods worth nths credit. The amount was inclusive 
of 4% mark-up. 

MA distributed free samples of one of its new detergents Zeta among corporat 
samples amounted to Rs. 65,000. 

Sales tax credit brought forward from January 


e clients. The value of these 


(v) 
(vi) 


2016 amounted to Rs. 245,000. 


ures are exclusive of sales tax, wherever applicable. Sales tax is payable at the rate of 18%. 


All the above fig 


compute the amount of sales tax 


1990 and Rules made thereunder, 
f any, for the tax period February 


ns of the Sales Tax Act, 
be carried forward, i 


the 
pate /refundable to MA and the amount of sales tax to 


2016. 
all relevant exemptions, exclusions and disallowances. 
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Question os 
Samaaj Associates (SA) is registered under the Sales Tax Act, 1990 and is engaged in the business of manufacturing 


and trading of electronic, chemical and other consumer goods. Following information has been extracted from SA’s 
records for the month of August 2016: 


f Rupees 
ye g; 
Supplies , : f SRT. 
To registered customers/wholesalers/dealets/retailers: 2,000,000 
To registered corporate customers — manufactured goods 300,000 
To registered corporate customers — purchased goods 200,000 
To un-registered persons m T 875,000 
To persons registered as exporter %4 625,000 
Purchases: i ; 
Raw material from registered persons 930,000 
Finished goods from un-registered persons 725,000 
Packing material from registered persons 510,000 
Local machinery from un-registered persons 360,000 
Taxable goods from cottage industry 20,000 
Imports-finished goods (includes 20% custom duty) ; 472,000 


l. Packing material from registered persons include material worth Rs. 150,000 which was used for packing 
electric motors. On 31 August 2016 these motors were still part of SA’s unsold stock. 

2, A registered supplier had supplied ods worth Rs.50,000 to SA in August 2016. However, SA did not 
receive the sales tax invoice from the supplier. 

3, Input tax amounting to Rs.55,900 was paid in April, 2016 but inadvertently it could not be claimed in the 
retum. 

4. SA purchased high quality cables and wires worth Rs. 250,000 from a registered supplier. 

5. On 5 August 2016 SA received advance of Rs. 600,000 against supply of electric shavers to Bari 
Electronics. SA agreed to deliver the goods in September 2016. 

6. Another machine purchased from registered supplier for Rs. 200,000. It is inclusive of sales tax. 

7. On 10 February 2016 SA purchased liquid nitrogen worth Rs. 300,000 from Mughal Chemicals (MC), a 
registered supplier, on credit, On 15 August 2016 SA paid the outstanding amount to MC by way of a 
crossed cheque drawn on SA's bank account. 

8. In July 2016 unadjusted input tax in excess of 90% of output tax amounted to Rs. 10,000. 


All the above figures are exclusive of sales tax, wherever applicable. Sales tax is payable at the rate of 18%. 
Required; 
Under the 


payable atone of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales tax 
2016, 


or refundable to SA and the amount of sales tax to be carried forward, if any, for the tax period August 


Nor re 
© Show all relevant exemptions, exclusions and disallowances. 
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Question-5 : A 
Jahangir Ali (JA) is registered under the Sales Tax Act 1990. JA runs multiple businesses. 
onth of February 2017: 


Following information has been extracted for the m 
Rupees 
Supplies 
upp 100,000 
750,000 


Taxable goods exported to Qatar 
Taxable goods to registered customers $50,000 


Taxable goods to unregistered customers a 
Exempt goods to unregistered customers ,000 
Purchases 

Taxable goods from registered suppliers 3,000,000 

Taxable Packing material from registered suppliers - for taxable sale 200,000 

- For exempt sale 60,000 

Exempt goods from registered suppliers 70,000 

pte gl PP 95,000 


Taxable goods from unregistered suppliers 


The following further information is available: , i 

(i) Supply of taxable goods to registered customers include Rs. 200,000 supplied to an associated company at 
Normal discount is 10%. 

d customers include goods worth Rs. 200,000 sold to cottage industry in Bela. 

tional institutions in Zhob. 

d by JA to a customer on reduction of sale price. The goods were 


a special discount of 25%. 

(ii) Taxable goods to un-registere 

~ The rest of the goods were sold to educa 

(iii) A credit note for Rs. 100,000 was issue 
sold in November 2016. 


(iv) Taxable goods purchased from registered suppliers include: 
a new electronic cash register purchased for Rs. 200,000 which was commissioned into operation 


° 
during February 2017. 

o office equipment of Rs. 50,000, purchased for the warehouse and an air-conditioner of Rs. 30,000 
for new office. 

o an amount of Rs. 30,000 paid for purchase of raw material. However, only 30% of the goods were 
supplied during February 2017 for which sales tax invoice has been issued by the supplier. 

o Wires and cables of Rs. 50,000 and electrical and sanitary fittings of Rs. 90,000. These items 


were used in the renovation of a factory building. 
(v) Exports include supply of taxable goods of Rs.20,000 to a retailer in Export Processing Zone. 


(vii) A machine costing Rs. 50,000 is im ive 
ii) 5 . 50, ported for use in exempt sale, 
(viii) pores res oe Petals from ey 2017 amounted to Rs. 245,000. This amount was inclusive 
. 120, on i i 
aa kao ae emical which could not be used before the expiry date and was 


Rate of sales tax is 18%. All figures are exclusive of sales tax 


Note: Show all relevant exemptions, exclusions and disallowances, 
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000 
Taxable goods to un gistered persons 1,300,000 
000 


: rsons l J 
Exports to Saudi Arabia ~ 
Se. ee 
Taxable goods from registered persons 
Additional information: 


(i) Supplies of taxable goods to registered persons include sale to Ghalib Corporation of goods worth Rs. 
225,000. The contract for sale has been Signed but neither invoice was issued nor any delivery and payment 
was made in August 2020. 

(ii) Supplies of taxable goods to unregistered persons include sales of Rs. 40,000 to end consumers. 

(ii) | Own manufactured equipment worth Rs. 375,000 was used for internal testing purposes in R&D 
department. 

(iv) JF issued a debit note of Rs. 35,000 to Hali Brothers to rectify a mistake in JF’s sales invoice. The invoice 
was originally raised in January 2020, 

(v) Goods pledged with a bank were sold by the bank in an auction for Rs, 800,000. The normal selling price 
of these goods was Rs. 1,000,000, 

(vi) The auditors have Proposed to make a provision of 50% against obsolete and expired stock of 
Rs. 350,000, The goods are lying in warehouse since July 2020. Input tax relating to this stock was claimed 
in July 2020, 7 

(vii) On 25 August 2020 JF issued discount coupons worth Rs, 150,000 to its customers for participating in 
grand annual sales exhibition to be held in December 2020, 

(viii) An early settlement discount of Rs. 120,000 was given to local distributors. 

(ix) Free replacement of defective parts costing Rs. 400,000 relating to goods which were sold under 1-year 
warranty, The market value of such parts was Rs. 550,000. 

(x) Two machines A and B costing Rs. 1,500,000 and Rs. 1,000,000 respectively were acquired and 
commissioned into operation in August 2020. Machine A has been used for the manufacture of taxable 
= as well as exempt supplies whereas Machine B has been used only for manufacture of export. 
supplies. 

(xi) In June 2020 JF inadvertently charged sales tax of Rs. 58,000 instead of 85,000 on supply of chemicals to 
one of its registered customers. So far, JF has not obtained permission from the Commissioner Inland 


Taxable goods to re istered persons 


3 


(xii) 


he Where otherwise Specified, all figures are exclusive of sales tax. Rate of sales tax is 18%, 
red; 


In 2 
rig light of the Provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales 
le by or refundable to JFA and input tax to be carried forward, if any, for tax period August 2020, ` -(18) 
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Question-7 


ing i ion is available 
lowing information is 
KT is engaged in the business of manufacturing and supply of paper products. Fol 
from KT"s records for the month of February 2022: 


Taxable goods from registered persons 
Electrical and sanita fitting 


i 


Taxable goods to registered persons 


Taxable goods to un-registered Oo so 
ingle pa h 
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THEORY QUE ac e 
JESTIONS ON SALES 
Z TAXB 
ICAP PAST PAPER UESTIONS 
Explain the term " time of supply” with reference to the Sales Tax Act 1990 G 
i ) 
2 l ia. (Q. 11 March 2002) 
Questi has recently registered himself under the Sale; : - = 
Me wing in the light of the Sales Tax Act, 1996: TEX Act, 1990. He bas winen a ketier enquiring the 
Whether taxable supplies can be sold at discounted price. 
p Whether sales tax is payable on discounted price or normal price 
; Whether discounts can be given at varying rates. i 
please draft a suitable reply. (10) 
(Q.12 March 2002) 


n-3 . 
aeie incidence of sales tax, if any, for exporters O) 
(Q. 13 March 2002) 


2) What is the significance of Third Schedule to the Sales Tax Act, 1990. G) 

b) Define ‘retail price’ in the context of Third Schedule to the Sales Tax Act, 1990. Q) 

¢) Whether trade discount allowed on products covered under the Third Schedule will affect sales tax levied 
on such products. Give reasons in support of your answer. G) 


(Q. 12 September 2002) 


Question-5 
The finance manager of ABC Ltd requests for an advice on ‘Tax Invoice’, please draft a suitable reply in the light of 


Seles Tax Act, 1990. (8) 
(Q. 13 September 2002) 


Question-6 , , 
Elaborate the term ‘input tax’ as defined in the Sales Tax Act,1990 6) 
(Q.11 September 2002) 
Question-7 
(2) Distinguish between the concept of `zero-rating’ and “exemption” under the Sales Tax, 1990. (5) 
©) What are the minimum information required to be given on sales tax invoice. (EJ) 
(Q.11 March 2003) 
Question-8 
Explain the term “Manufacture” as used in the Sales Tax Act, 1990. - 0) 
(Q.10March 2003) 
Question-9 
Define the following terms in the light of Sales Tax Act, 1990. 
(2) Manufacture or produce. G) 
) ly. G) 
() Taxable activity, G) 
(Q.10September 2003) 
do the records that are required to be maintained by a person registered under the Sales Tax Act, 1990 =i 
the records are to be maintained? (Q.12 September 2003) 
Briefly explai Act. 1990 (4) 
explain the uses of debit and credit notes under the Sales Tax l E PPIE 
De 
kr the following in the light of Sales Tax Act, 1990: 
b Due Date 2) 
’ il price @) 
(Q.9 March 2004) 
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y ‘excess tax’ collected from the 


Discuss the treatment provided under the Sales Tax Act, 1990 in respect ofan 
(3 
customer. otiia a 
Question-14 
j i i t Zero rate. 3 
Describe the category of goods on which sales tax Is chargeable a (Q.13 September 2004 
Question-15 o, 
(a) Discuss the salient features of a tax invoice? D 
(b) Who is permitted to issue a tax invoice. ene f sal 
i i i i intain records for the purpose of sales tax. Q 
(c) State the period for which a person Is required to ma os 14 Sonerii me, 
Question-16 
Define the following with reference to the Sales Tax Act, 1990? a 


(a) Input-tax 


4 
“ MSRM (Q. 11 September 200 


Question-17 š 
Define the following with reference to the Sales Tax Act, 1990:- 
(a) Associated person (3) 
(b) Manufacturer or producer . o 
(c) Taxable supply. (Q. 9 March 2005) 
Question-18 
What impact would a change in rate of Sales-tax have in case of: 
(a) Supply of goods. (1) 
(b) Import of goods. (4) 
-(Q. 10 March 2005) 
Question-19 ; 
What are the precondition of claiming input tax against output tax by a registered person? (3) 
(Q. 11 March 2005) 
Question-20 . 
State under what circumstances the sales tax authorities are empowered to black list a registered person? (3) 
(Q. 12 March 2005) 
Question-21 
Define ‘value of supply’ under the Sales Tax Act. 1990 for the following situations: 
(a) Consideration for a taxable supply is partly in kind and partly in money, (3) 
(b) Trade discounts, (2) 
Question-22 (Q. 13 March 2005) 
(2) 


Who is required to file a final return under the Sales Tax Act, 1990? When is it required to be filed? 
(Q. 14 March 2005) 


Question-23 
(3) 


z ar a persons required to be registered under the Sales Tax. 
r what circu i i i i 
Fame hiset mstances is a registered person liable to be de-registered? Also explain the ponde 


Q uesti-n-24 

In the month! f 

output tax paa gorani n 0) ba a 1990 input tax paid for the month is adjusted against 
(a) Can input tax paid in prior periods be claimed nd alihi d — oe to input / output adjustment: 


(Q. 11 September 2005) 


(b Wh p 
(© What a hy if tax paid exceeds output tax payable for the month (2) 
1f output tax for the month is inadvertently disclosed at a lesser amount. (3) 
(Q.10 September 2005) 
523 


CamScanner 


Chapter 22: Lheory Questions on Sales Tax by ICAP 


uestion-25 


n- ; . ee 
List down the exports which are outside the purview: ci zero rating under section 4 of the Sales Tax Act, 1990, 


(3) 
Question-26 (Q.9 March 2006) 
in the provisions of section 26 of Sales Tax Act, 1999 with o 
si sn nA revision of return | regard to the following: , 
b) Revision of return during audit or after issuance of a show cause notice by the department. ; z 
(Q.10 March 2006) 
uestion-27 , 
Deleted 
estion-2 


With reference to Sales Tax Rules relating to the a 
(a) Residual input tax : l B) 
@) Manner or computation of residual input tax credit on taxable supplies (3) 
(& Concepts of provisional and final adjustment 


pportionment of input tax, explain the following: 


(3) 

(Q. 12 March 2006) 
Question-29 i 

(a) Where goods supplied are returned, the supplier is required to issue credit note. The buyer responds by 
issuing a debit note. . 

You are required to specify the particulars to be mentioned on the debit note issued by the buyer. (6) 

(b) Describe the circumstances under which a registered person shall not be able to claim or deduct input 

tax? (6) 

(Q.7 September 2006) 

(2) What is the difference between zero-rated and exempt supplies? (4) 


(>) A registered person is required to maintain certain records under the Sales Tax Act, 1990. You are required 
to; 


(i) explain the provisions relating to maintenance of records. 
(ii) list down the records that are required to be maintained 
(iii) specify the minimum period for which the records are required to be retained. 10) 


( 
(Q.8 September 2006) 


(2) There shall be charged, levied and paid a tax known as sales tax at a specified rate on value of taxable 


supplies made by a registered person in the course or furtherance of any taxable activity carried on by him; 
and goods imported into Pakistan. 


Explain the term “taxable supply” and “taxable activity” used in the above statement describing the scope 


0 of sales tax. (8) 

) List down the persons who are required to be registered under the Sales Tax Rules, 2006. (5) 
; . (Q.7 March 2007) 
w Every registered 


t person making a taxable supply is required to issue a tax invoice at the time of supply of 
(b) hip List down the particulars which are required to be contained in a sales tax invoice. (4) 


hat are the circumstances in which a person registered under the Sales Tax Act, 1990 may apply for 
Cancellation of his registration? 


(3) 
(Q.8 September 2007) 
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uestion-33 would the input tax on raw material be determined and claimed where a registered persons is engaged 


(a) ; 74 
i i cll as exempt supplies? ata 
(b) A an rane ier on May 20, 2006 by Mr. Pervez and Mr. Farooq. Both of them are registered Persons. 


Under the contract, Mr. Pervez will supply branded computers to Mr. aria "a Toro e ne Erase of 
entering into contract, the goods were exempt from sales tax. Before eli np re sige bh 
exemption with effect from July 1, 2006. 25% advance was paid on signing R 


à bility of sales tax. (3 
delivery of goods on July 15, 2006. Advise Mr. Pervez on the chargeability NaS T A 2007) 
ae ee person making a taxable supply has to issue a tax a at the time of supply of goods, E 
th iculars that are required to be mentioned on the invoice? . ‘ 
b) Sales ek Ade 1990 eis certain restrictions on adjustment of input tax. You are required to explain 


(ii) The conditions under which the amount of input tax which had been so restricted may 


ii i isition of fixed assets. (6) 

(iii) Treatment of sales tax paid on acquis (0.7 March 2008) 
Question-35 

i f ‘Value of Supply’ under the Sales Tax Act, 1990, (8) 

Explain the concept of ‘Value o upply A E ERN 2a 


a) Mr. Kazim has recently started a business and has been registered under the Sales Tax Act, 1990. You are 
required to explain to him the provisions of Sales Tax Act, 1990 relating to maintenance and retention 
of records, (10) 
b) Certain food items supplied by Pakistan Distributors (Pvt.) Ltd. (PDL) have been returned by the 
customers after the expiry date. PDL wishes to destroy them. Specify the procedure which would have to 


be followed in this regard. (4) 
ion-37 | (Q. 6 September 2008) 
Question- 


Under the ‘Sales Tax Rules, 2006 the FBR has prescribed certain rules for filing the electronic return. You are 
required to briefly explain these rules. 


(6) 
Question-38 f (Q. 7 (b) September 2008) 


(a) Discuss the provisions of the Sales Tax Act,1990 with regards to the following: 
(i) Filing of return, s l 
(i i) Voluntary revision of return. 
(iii) Revision of return durin 


p or after issuance of i ji 
(b) bib rr bres Act 1990, identify the satione nk which registered person shall ote 
aa A the situations under wh nonce 
registe : ich a person registered under the Sales Tax Act 1990 is liable to be de- 
So Gacni he lowing pers a8 specified by the Sales Tax Rules, 2006, O 


(ii) Mr. Ishaq is plannin to import raw ma timated 
m ; 
a Sr E terials for business use. The annual imports are estimat 
-- (iii - Pervaz is a Commercial exporte A r o! 
A rler, i i 
| ames r. All his business Purchases are eithe exempt supplies or 
(iv) Mr. Faro 


oq isa distributor of consumer 


v Oods and ; 
(v) er e '§ a manufacturer of candles, His ioe nro tele w yea 10 
Periods was below Rs. 
(6) 
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vestion-tO valid reasons the value of supp! 


y or the amount of sal i i _— 

Where | the supplier shall issue Debit Note or a Credit Note, Sales tax mentioned in the sales tax invoice issued 
bss Weed: Discuss the rules relating to adjustment of input and output tax on issuance of Debit or Credit Note, as 
ified in the Sales Tax Rules. : 
ee (Q.8 (a) September 2009) 

tate the provisions of Sales Tax Act, 1990 relating to maintenance and retention of ds t 
a) soi making taxable supplies em OC reroute bya vogli m 
b) List the type of exports which are outside the purview of zero rating, (3) 
(Q.7 March 2010) 
4 i ; 
(a) State the situations when a registered person shall not be entitled to claim or deduct input tax under the 
Sales Tax Act, 1990. © 
@) Mr. Rizwan, a sales tax registered person, is carrying on business in the name of Rizwan Enterprises. On 
February 15, 2010, he sold certain goods to his customer against which he intends to issue a credit note in 
the month of September 2010. 
Required: 8 . 
Explain whether Mr. Rizwan can issue the credit note in the month of September 2010, under the Sales Tax 
Rules, 2006. ; (4) 
(e) Explain the provisions of Sales Tax Act, 1990 with regard to the following: 
(i) Change in rate of tax during a tax period (4) 
(ii) Excess tax collected from the customer (3) 
(Q.7 September 2010) 


(8) | Samad Corporation (SC) Supplies specialized material to various industrial concerns. The company has 
entered into following transactions during the month of February 2011. . 

(i) Supply of material costing Rs. 3 million to AB Limited (ABL). It has been agreed that ABL would 

settle the transaction by paying Rs. 1.5 million in cash and the balance amount b 


y way of allowing 
SC to use ABL’s import quota. The market price of the supply is Rs, 3.5 million, 


(ii) Supply of material to DM Limited (DML) at a discounted price of Rs. 6.8 million. Due to 
particular relationship, DML has been allowed a special discount of 15% as against the normal 
business practice of 8%, 

(iii) Supply of 20 tons of material, falling under third schedule, to BML at a wholesale price of Rs. 
138,000 per ton. The retail price of the material is Rs. 150,000 per ton. 


Required: 
In each of the above situation, advise the management about the value 
©) List d tax would be levied under the provisions of Sales Tax Act, 1990 
0 


(7) 
Wn the particulars to be mentioned on the debit note issued by the supplier in the event of change in 
the value of supply, under the Sales Tax Rules, 2006. 


of supply on which sales 


(4) 
(Q.2 March 2011) 
(t) 


Under what Circumstances, a registered person becomes liable to be de-registered under the Sales Tax Act, 
gs Also state the procedures for deregistration as enumerated in the Sales Tax Rules, 2006. (7) 
i Goh has recently been registered under the Sales Tax Act, 1990. He is engaged in the export and 
mae of consumer products, Before filing the first return, he wishes to obtain advice on the following 


i. Eligibility for a refund if input tax paid is in excess of the output tax payable for the month. 
(ii sequences of non-payment of the entire amount of tax due as indicated in the return. 
Concept of provisional and final adjustment, 
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Required: 
Comment on each of the above matters. (8) 
(Q. 7(a), (b) September 2011) 
Question-45 
Ms. Zamarrud is engaged in the manufacture and sale of taxable as well as zero-rated products. 
Required: , 
As a tax consultant, advise Ms. Zamarrud on the following matters: , . 
(a) The conditions that need to be satisfied for the adjustment of input tax against the output tax liability. (5) 
(b) Any seven situations in which input tax is not allowed to be adjusted against the output tax liability, (7) 
(c) The remedy available to her if she fails to adjust input tax in the period in which it is paid. (2) 
(Q.8 March 2012) 
Question-46 
(a) Identify the goods that shall be charged at the rate of zero per cent under the Sales Tax Act, 1990. (3) 
(b) List the situations in which the type of goods identified in (a) above would not be eligible for zero rating. 
(Q.7 September 2012) 
Question-47 
les made thereunder, identify the last date for filing of sales 


(a) Under the provisions of Sales Tax Act, 1990 and Ru 
tax return in each of the following cases: 

(i) On 1 August 2012, Sara registered herself under the Sales Tax Act, 1990. 

(ii) Fatima filed the return for the month of July 2012 on 10 August 2012. She wants to revise her return to 
correct certain errors. , 

(iii) Amna Engineering Limited (AEL) is registered under the Sales Tax Act, 1990. AEL wants to file annual 
sales tax retum for the financial year ended 30 June 2012. 

(iv) Abida wants to deregister herself with effect from 30 September 2012. 

(b) While carrying out the sales tax audit of Haleema, the Officer of Inland Revenue identified a deficiency in 
the amount of sales tax deposited by her. She acknowledged this deficiency but failed to deposit the 
balance amount. A show cause notice was issued to her for the payment of the balance amount. 

Determine Haleema’s liability in the above situation. Also explain whether it would have been to her 


advantage if she had paid the amount before issuance of the show cause notice. (3) 
(Q.8 September 2012) 

Question-48 
Identify the persons who are considered as manufacturers under the Sales Tax Act, 1990. (6) 
(Q.7 (a) March 2013) 

Question-49 

Under the Sales Tax Rules, 2006: 

(a) Identify the situations in which a registered person is liable to be deregistered, (4) 
(b) State the steps involved in case of de-registration of a person on his own initiative. (3) 
an ae : (Q. 8 March 2013) 


(a) State the provisions of Sales Tax Act, 1990 relatin to maint i i 
ae CANE s g to maintenance and retention of records by a registered 
(b) Discuss the rules relating to filing of electronic return under the Sales Tax Rules, 2006. (3) 
; m (Q. 8 September 2013) 
Under the provisions of Sales Tax Act, 1990; 


(a) Identify the situati d i i 

a T ons under which a debit or credit note may be issued by a registered 
(b) Discuss the conditions under which a registered person may file a revised return 3 
Question-52 (Q. 10 March 2014) 


U 4 traat 
nder the Sales Tax Act 1990, ‘Taxable activity’ means any economic activity carried onbya person whether 


or not for profit. You are required to specify the activiti 
above definition. pecify the activities that are specifically included and excluded from the 


(Q. 11 March 2014) 


CamScanner 


Chapter 22:Theory Questions on Sales Tax by ICAP 


tion-> 
Qu er the Sales Tax Act, 1990 and Rules made thereunder: 
(a (i) List the persons who are required to be registered, (5) 
(ii) Change in rate of tax during a tax period 


(œ) There are certain food items in the invento 


t ch must be followed under the Sales Tax Rules, 2006 if 
XYL wishes to destroy these items. (3) 
(Q. 5 September 2014) 
westion-54 : . 
Saleem is registered under the Sales Tax Act, 1990 and is engaged in the business of export and distribution of 
electronic appliances. 
Required: 
rater the provisions of the Sales Tax Act, 1990 and Rules made thereunder, advise Saleem on the following 
matters 


(a) any six situations in which input tax is not allowed to be adjusted against the output tax liability. (6) 
(b) exports which are outside the purview of zero rating. 


. (3) 
(c) eligibility for a refund if input tax is paid in excess of the out 


put tax payable for the month. (2) 
(d) concept of provisional and final adjustment in relation to ‘Apportionment of input tax’, (2) 
(Q.8 March 2015) 
Question -55 
(a) Under the provisions of the Sales Tax Act, 1990 explain the following: 
(i) Input tax in relation to a registered person (3) 
(ii) Supply (4) 
(b) Baber Associates, who is registered with the Inland Revenue 


Department for sales tax Purposes, has 
supplied a heavy duty motor to Mubarak Enterprises on one 


decline in petroleum prices, the price of the motor has reduced 


(3) 
(Q.6.b, September 2015) 
uestion -= 
Under the provisions of the Sales Tax Act, 1990 and Rules made thereunder, briefly describe the following: 


(@) How and under what circumstances the Inland Revenue Department may recover the amount of sales tax 
m from a person without issuing him a show cause notice. 


(4) 
Rule relating to change in the particulars of registration other than the change of business category. (5) 

(March 2016, Q.6) 
a estion-57 


*) Under the Sales Tax Act, 1990 and Rules made thereunder. 
0) lax". How it differs from ‘Residual input tax credit’? (3) 
Under the Provisions of the Sales Tax Act, 1990 enumerate any four features distinguishing the concept of 
o a rating’ from ‘Exempt supply’, (4) 
dentify the records which a registered person making taxable/exempt supplies is required to maintain at his 
iness Premises or registered office under the Sales Tax Act, 1990, 
ote: details of contents not required) 


, briefly describe the concept of ‘Residual input 


(4) 
Question.sg (Q.6. September 2016) 
(i) i 
th Provisions of Sales Tax Act, 1990 and Rules made thereunder, identify the circumstances in which: 
i)a istered person is not allowed to reclaim or deduct input tax paid, (6) 
b) Op 3 ’Bistered person may be liable for deregistration. 


(3) 
n 2 June 2016, Abid Limited inadvertently issued a tax invoice with an incidence of sales tax amounting to 


Pal ae 0 as against the applicable tax of Rs. 45,000. The error was detected on 15 February 2017 i.e. after 
a of 180 days. 
vise Abid Limited in the light of Sales Tax Rules, 2006. 


(4) 
(Q.8. March 2017) 
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Question”? D is running a shoe showroom and does not pay sales tax through electricity bill. He has made sale of 


i i Mr. D also purchased leather from the 
s Service Industries worth Rs.7,500,000, During the year, i | 
ana depis it manufactured from the small shoe makers. The sale proceeds from the said produced 


goods were Rs. 5,500,000. 


San AMK the above person is required to be registered under the sales tax laws. If yes, then in which category 


(manufacturer, retailer, etc.) and in which scheme of taxation (registration, services ete.) 


Question-60 ‘ : D j 
Mr. Furgan intended to commence a manufacturing business and obtained the sales tax registration in November 


2015, Due to unavoidable circumstances, he could not start his business as stipulated. No sales tax retums mee filed 
since he did not carry on any taxable activity. In April 2016, he received a notice from the department of Inland 


Revenue directing him to furnish the return of November by May 15, 2016. 


Required: 
Advise Mr. Furqan whether he is required to file the sales tax return. 


Question-61 


Folad Limited (FL) has supplied 50 tons of Iron Bars to Tameer Limited (TL). The market price of the supply is Rs. 

2.5 million exclusive of sales tax. Owing to financial difficulties, TL has requested to settle the price by transferring 

a piece of land having a market value of Rs, 2.3 million and to pay Rs. 75,000 in final settlement along with the 

applicable sales tax by way of a cheque drawn in favour of FL. 

Required 

(a) Comment on the chargeability of sales tax in the above situation. 

(b) Under the provisions of Sales Tax Rules, 2006 narrate the procedure to be followed by Tameer Limited, in 
the above situation, if it decides to return 20 tons of Iron Bars to Folad Limited due to sub-standard quality. 
Assume that both FL and TL are registered taxpayers. 


Question-62 
Zubair has recently been registered under the Sales Tax Act, 1990. You are required to advise him on the following 
matters: 


(a) Type of exports which are outside the purview of zero rating. (03) 
(b) Eligibility for a refund if input tax is paid in excess of output tax payable for the month. (03) 
(c) The conditions required to be fulfilled for filing a revised return. (02) 
(d) Concept of provisional and final adjustment in relation to ‘Apportionment of input tax’ (02) 
(e) How to deal with change in rate of tax during a tax period, (04) 
ee (Q.7 September 2017) 
Under the provisions of the Sales Tax Act, 1990: 
(a) List the exceptions to the following general rule: 


(i) Where the taxable 


m oe tee ee be charged to tax at the rate of zero percent pe 
mporary registration’, R E CAS , 

person who has obtained temporary glee jissa = as obligations and responsibilities of a 

(06) 

uestion-64 (Q.6 March 2018) 


(a) Under the Sales Tax Act, 1990 and Rules m 


eiad » Obligations and responsibilities of a person holding 
(ii) differences between rules applicable 
(iii) the Provisions related to excess/additi ey oe 
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Where a Commissioner of Inland Revenue, having juriedietin.. +. ...: 
@ fake invoices, evaded tax or committed tax fraud (oppor: renee registered person has issued 
prior notice, pending further inquiry. ‘ Y suspend the registration of such Person without 


Under the Sales Tax Act, 1990 and Rules ma 


Pay de there . Meg 
allow the Commissioner to suspend the regis under, state any four basis of such satisfaction which 


tration as described aboye, (03) 
(Q.6 September 2018) 
u tion-65 


Under the provisions of Sales Tax Act, 1990 and Rules 


made thereunder. i : : EELT 
registered person may be liable for deregistration. Sreunder, identify the circumstances in which a 


(03) 
(Q.6 March 2019) 


Question-66 
(a) Under the provisions of the Sales Tax Act, 1990 and Rules 


made thereunder, briefly describe th 
of change in rate of tax during a tax period. y descr e treatment 


(04) 
(b) There are certain goods returned by the customer as they are unfit for consumption and the seller has no 
option but to destroy them. 
Specify the procedure which must be followed by a registered person under the Sales Tax Rules, 2006 for 
the destruction of such goods. (02) 
(c) Who is required to file the following sales tax returns? Also mention the due date of filing of these returns. 
(i) Monthly retum (ii) Special retum 
(iii) Final return (iv) Annual retum (04) 
(Q.6 September 2019) 
Question-67 
Under the provisions of the Sales Tax Act, 1990 and Rules made thereunder, discuss the following: 
(i) Difference between zero rated supplies and exempt supplies. (04) 
(ii) How and under what circumstances the Inland Revenue Department may recover the amount of sales tax from 
a person without issuing him a show cause notice. (04) 
(iii) Concept of provisional and final adjustments in relation to ‘Apportionment of input tax’. (02) 
(Q.7 (b) March 2020) 
Question-68 
Sun Associates (SA) has recently been registered with the Inland Revenue Department under the Sales Tax Act, 
1990. i 
Required: 
Under the Sales Tax Act, 1990 and Rules made thereunder, e 
(a) Identify the documents which SA may require for claiming/adjusting the input tax relating to the following 
activities: ; 
(i) supply of taxable goods pi 
(ii) import of goods into Pakistan (02) 


(iii) goods purchased in an auction f (02) 
Œ) State the requirements relating to retention of records and documents that SA should comply with. (02) 


(Q.5 Sep. 2020) 
naaien? 2014. During the month of June 
i i ' ince è ng the mon 

0, ma ina Blew. ie sanae a seep 7 eae customers. Acar from this, RA has 

“ays been in compliance with all the regulations of the Sales Tax Act, 1990. 
Required: 
seer the provisions of the Sales Tax Act, 19090 and, Rules made thereunder, 

Y have to face due to issuance of fake invoices. 


discuss the consequences which RA 


(06) 
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(Q.6 Sep. 2020) 

Question-70 l i = 
(a) Under the provisions of the Sales Tax Act, 1990 and Rules made thereunder, briefly nag e — 
(i) How and under what situations the Inland Revenue Department may reco r 
tax from a person without issuing him a show cause notice. pe 


(ii) Extra tax and capacity tax. 


(b) On 4 February 2021, it was reveale 
27,000 in a tax invoice, issued on 5 Ju 


t sales tax of Rs 
d to Fahad that he inadvertently reported an outpu 
ly 2020, to a customer instead of Rs. 72,000 in his sales tax return for 


July 2020. 

Required: : Fahad can rectify this e 

In the light of the Sales Tax Act, 1990 and Rules made thereunder, advise how Fahad c (03) 

after the expiry of 180 days. (Q.7 March 2021) 
Question-71 


In the light of the provisions of Sales Tax Act, 1990 and Rules made thereunder, briefly explain as to the 
i riale erir eka of sales tax in respect of each of the following independent matters: 
(i) Free provision of taxable goods to the company’s CEO as per the terms of his employment. 
(ii) Free replacement of defective parts in the case of taxable goods, sold under warranty. poa 
(iii) Payment of machine fuel by one of the directors using his own credit card. The machine is used to 
manufacture taxable goods. 
(iv) Taxable goods sold on instalment to a customer at a price inclusive of mark up. 
(v) Advance payment received against taxable goods to be supplied to a registered person in next 
month. ; 
(vi) Local supplies of goods manufactured by a cottage industry. 
(vii) Material purchased for the construction of office building, 
(viii) Electronic cash register purchased for retail outlet. (08) 
(b) Under the Sales Tax Act, 1990 and Rules made thereunder, briefly describe temporary sale tax registration. 
Also state the rights, obligations and responsibilities of a person holding temporary registration. (05) 


.6 September 2021 
Question-72 (Q.6 Septem ) 


Following are the independent transactions carried out by different enterprises during the month of February 2022: 
(i) Taxable goods of Rs. 800,000 were sold to one of the dealers. The amount was net of 20% trade discount 
which was in accordance with market norms. The discounted price was not shown on the tax invoice. 


(ii) Taxable goods of Rs. 1,500,000 were used for internal testi i 
S sting and evaluat . 402 ods 
were locally procured while remaining 60% of these goods : Se ne nee eee 


(iii) Advance of Rs. 600,000 was received for goods to be delivered in April 2022 


(iv) 1,000 units of taxable goods listed i i 
‘ in the it pri 
Rs, 5,000. Retail price of each unit was Rs. 6,000. a anne Sime Ok a ae Be 


nai re sold at credit terms of 2/10, n/30. Customer paid the amount within ten 
Required: 

In the light of the provisions of th 

cited, sleet of the Sales Tax Act, 1990 and Rules made thereunder, state the value of supply 
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b) Shajee Limited (SL) purchases cosmetic products from Tajee (Private) Limited (TPL). In the month of 
October 2021, SL received a consignment of 5,000 units from TPL. On delivery, SL found that 50% of the 
items were expired and decided to return them. 

Both SL and TPL are registered under the Sales Tax Act, 1990 and file sales tax return on regular basis. 
Required: 

Under the Sales Tax Rules, 2006 specify the document which must be issued by SL on retum of goods to 
TPL. Also state the particulars that should be mentioned on the document to be issued. 


(04) 
(Q.6 March 2022) 


Question-74 4 
(a) Under the provisions of the Sales Tax Act, 1990 and Rules made thereunder, explain whether the following 


persons are required to be registered with the Inland Revenue Department: 

(i) A manufacturer of taxable supplies located in the residential area of Korangi, Karachi. 
(ii) A retailer whose annual turnover is Rs. 20 million. 

(iii) | A distributor of exempt supplies. 


(ivy) An exporter of taxable goods. ` (04) 

(b) Sy exported shall be charged to tax at the rate of zero percent. What are the exceptions to this general 
rule (03) 

(Q.6 September 2022) 
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CAP PAST PAPER SOLUTIONS 


Answer 1 
Refer definitions 


Answer 2 
March 08, 2002 


Dear Omar 
Yes taxable supplies can be sold at discounted price. Provided that tax invoice shows the discounted price 


and the related tax. i l ‘ 
o The sales tax will be payable on discounted price excluding the amount of tax. 


o No, the discount allowed should be in conformity with the normal business practices. 
If you need any further details please feel free to contact 


o 


Regards 
XYZ 


Answer 3 


The goods exported by exporters shall be charged to tax at the rate of 0%. [Section 4] 
If the input tax paid by a registered person on taxable purchases made during a tax period exceeds the output tax on 


account of: 
> zero rated local supplies or 
. export 


the excess amount of input tax shall be refunded to the registered person within 45 days of filing of refund claim. 


[Section 10] 
For claiming of refund, only such person shall be treated as manufacturer-cum-exporter who has his own 


manufacturing facility. [Section 2 Definitions] 


Answer 4 
a) In respect of supplies specified in Third Schedule tax shall be charged at the ratë of 18% of the retail price. 
b) ‘retail price’, with reference to the 3rd Schedule, means the price fixed by the manufacturer or importer, in 
case of imported goods, including all duties and taxes (other than sales tax) at which a brand of an article 
should be sold to general public, . 
ü ao = prea is pe for the same brand, highest price will be taken as retail price. 
0, this will not affect the tax levied because as pe isi : : ; ; 
Schedule tax shall be charged at the rate of 18% of the le a ia ae ee 


Answer 5 
Section 23 in letter form. 


Answer 6 
Refer definitions 


Answer 7 

a) A zero-rated supply is chargeable t 
na ply B 0 tax at the rate of 0% however exempt supply is not 
Input tax paid on raw material used in making zero-rated 
material used in making exempt supply is not 

D S aC) pply refundable, 


chargeable to tax 


supplies is refundable while Input tax paid on raw 


Answer 8 
Refer definitions 
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Refer definitions 


er 10 
AnI) and S. 24 


nswer 11 ; 3 
` Following are the uses of debit and credit note; 
` Where a registered person has made a supply, and such supply or part thereof is cancelled or returned, the 


buyer shall issue a Debit Note. 


If the supply is being returned/ cancelled by an unregistered person (buyer), the supplier (seller) shall issue 


a credit note. 

Where for any valid reason the value of supply or the amount of sales tax mentioned in the invoice j 
j has increased, the supplier (seller) shall issue a Debit Note. iiia 
s Where, for any valid reason the value of supply or the amount of sales tax mentioned in the invoice issued 


has decreased, the supplier (seller) shall issue a Credit Note. 


Answer 12 
Refer definitions 


Answer 14 
The following goods shall be charged to tax at the rate of zero per cent:-- 


(a) goods exported, or the goods specified in the Fifth Schedule; 

(b) supply of stores and provisions for consumption aboard a conveyance proceeding to a destination outside 
Pakistan 

(c) such other goods, as the Federal Government may specify by notification in the official Gazette, whenever 
circumstances exist to take immediate action for the purposes of national security, natural disaster, national 
food security in emergency situations and implementation of bilateral and multilateral agreements 


Answer 15 

a) Write down sub-section (1) of section 23 briefly. 

b) Only a registered person is permitted to issue a tax invoice. No person other than a registered person shall 
issue an invoice 

c) S. 24 


Document required 


He holds a tax invoice in his name and having his registration number 
in respect of such supply or in case of supply of electricity or gas, a 
bill bearing his registration number and the address where the 
connection is installed: 

If the supplier has not declared such supply in his return or he has not 
paid amount of tax due as indicated in his return than input cannot be 


recorded. 
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In case of Purchases made by him 


N 


{`a 
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ion in his name and showin 
ds bill of or goods decl nin E 
an pe tax registration number. It should be duly cleared by the 


thorities. - - -—— 
Conon = in his name and bearing his registration 


He holds a treasury challan, 


number, showing ent of sales tax. 


In case of imports made by him 


In case of goods purchased in auction 


Answer 20 issue a show cause notice to the registered person to 


The Commissioner shall, within 7 days of order of suspension, se noue à à 
afford an opportunity of hearing within 15 days of the issuance of notice clearly indicating that he will be blacklisted 


if; 


there is no response to the notice; 
he has not provided the required record; , 4 
he has not allowed access to his business record or premises, an 


any other reason specified by the Commissioner; 


TO p> 


Answer 21 
Refer definitions 


Answer 22 m 
A person applying for de-registration shall before de-registration furnish a final return to the Commissioner. The 
manner and time for filing of return will be directed by the Commissioner. [Sec. 28] 


b) Circumstances 
Following persons may be liable for de-registration: 


+ who ceases to carry on his business or 

e whose supplies become exempt from tax, or 

e who transfers or sells his business 

+ who merges with another person 

e who ceases to remain registered 

e who fails to file return for 6 consecutive months 

Procedu 

The person shall apply to the Commissioner for cancellation of registration. The Commissioner, on 
receiving application or on his own initiative may issue order of de-registration or cancellation of 
registration, with in the later of following: 

e 90 days from the date of application or 

* the date all outstanding liabilities are deposited by him. 

After this such person will be de-registered through computerized system. 

The. Commissioner, upon completion of any audit proceedings or inquiry which is initiated because of 
app ication of de-registration, hall complete the proceedings or j uiry within 90 days of date of 
application and direct the applicant to discharge any outstanding liability by filing a final return (u/s 28): 


A person applying shall not be de-registered unless he provides record for the purpose of audit or inquiry. 


The liabiliti -registrati 
es before de-registration, shall not be affected because of cancellation/cessation of registration. 


Answer 24 


a) Where a registered j 
person did not deduct in ithi p 
return for any of the six Succeeding tax varios aiaa: - period, he may claim such tax in the 


b) A regi 
gistered person, shall not b zP 
If the ex 3 , e allowed to adjust input in P , 
; Se Input lax relates to supplies otl an z Ay on P —_ excecdi 7 %6 of the output tax. 
such excess input tax may be 


= o the next tax peri 
i , and shall : 
prescribe the procedure for refund of such excess aeea as input tax for that period and the Board may, 
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In this case he should file a revise Teturn.A registered person may, subject to approval of the 
c) Commissioner Inland Revenue, file a revised retum within 120 days of the filing of return to correct any 
omission or wrong declaration made therein. 
Approval shall not be required in case revised return is filed within 60 days of filing of retum if: 
= the tax payable in revised return is more or 
= the refund claimed in revised return is less 
than the return required to be revised. 


ae ee ai exported shall not be charged to tax at the rate of zero per cent: 
o 


Goods exported that are intended to be re-imported into Pakistan; or 


@ oods that have been entered for export but are not exported; or 

t goods that have been exported to a country specified by the Federal Government: 
1 

Answer 26 


a. T registered person may, subject to approval of the Commissioner Inland Revenue, file a revised return 
within [20 days of the filing of return, to correct any omission or wrong declaration made therein. 
Approval shall not be required in case revised retum is filed within 60 days of filing of retum if: 
* the tax payable in revised return is more or 
* the refund claimed in revised return is less 
than the return required to be revised. 
b) When filing a revised return the following amounts are required to be paid depending upon the time the 
revised return is furnished. 
Amount required to be paid 
Amount of tax pointed out by officer of Inland Revenue 
+ default surcharge +25 % of penal 


Amount of tax evaded + default surcharge +100 % 
penalty [ If this amount is paid the show cause notice 
shall stand abated 


3 Rules Definitions 
9 Sub-rule (3) of Rule 25 
Sub-rule (4) of Rule 25 


Answer 29 
3) e 
= buyer shall issue a Debit Note (in duplicate), indicating: 
the quantity being returned or cancelled, 


its value determined on the basis of the value of supply shown in the tax invoice issued by the 
Supplier (seller), 


amount of related sales tax paid thereon, and 
the following, namely:— 


(i) name and National Tax Number of the recipient (buyer); 
(ii) name and National Tax Number of the supplier(seller); 
(iii) number and date of the original sales tax invoice; 


(iv) the reason of issuance of the Debit Note; and 
3 (Y) signature and seal of the authorized person issuing the note, 
as Answer 42(a) 


s a 
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Answer 30 lyisnot ch 
” A zero-rated supply is chargeable to tax at the rate of 0% however exempt supply i Chargeable to ta, 
at all. 
Input tax paid on raw material used i 
material used in making exempt supp! 


n making zero-rated supplies is refundable while Input tax paid "N 


y is not refundable. 


b) ; intai is: 
i) A registered person making taxable supplies shall maintain and keep at m 

g business premises or 

a registered office 

in English or Urdu language the records of: 

E pid ny are d exempt supplies) 

° ies made (including zero-rated an z i 

by him ik papra agent k such form gen his tax liability can be readily ascertained. 

ji i are required to be kept: ; P 

” maar of oila made chall indicate the description, quantity and value of goods, name 
and address of the person to whom supplies were made and the amount of the tay 
charged; : i 

(b) soot of goods purchased shall show the description, quantity and value of goods, 
name, address and registration number of the supplier and the amount of the tax on 
purchases; 

(c) records of goods imported shall show the description, quantity and value of goods and the 
amount of tax paid on imports; 

(d) records of zero-rated and exempt supplies; 

(da) double entry sales tax accounts; 

(e) invoices, credit notes, debit notes, bank statements, banking instruments, inventory 
records, utility bills, salary and labour bills, cash book, rental agreements, sale purchase 
agreements and lease agreements; 

(ea) record relating to gate passes, inward or outward, and transport receipts; 

(eb) electronic version of records mentioned in clause (a) to (ea); and 

. (f) such other records as may be specified by the Board. 
iii) A person, who is required to maintain any record or documents, shall retain these for a period of § 
years after the end of the tax period to which they relate. 
Answer 31 
a) Refer definitions 
b) Rule 4 
Answer 32 
a) S. 23(1) 
b) Following persons may be liable for de-registration: 
e who 0 i j or 
e whose supplies © exe o * oF 
e who transfers or sells his business 
e who merges with another person 
e who ceases to remain registered 
e who fails to file return for 6 consecutive months, 
Answer 33 
a) Rule 25 (3),(4),(5) 
b) As per provisions of law, in case of exempt 
withdrawn. Therefore full amount of Supply shall be aè charged in the period in which exemption is 
——— Bed to tax in the month of July. 
a) S. 23(1) 
b) 
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© A registered person, shall not be allowed to adjust input in a tax period exceeding 90% of the 
output tax. 
The Board may, by notification in the offici 
the purview of above provision. 

(i) A registered person, may be allowed adj ent or refu 
restricting the admissibility of input tax upto 90% of output tax. 

For claiming the adjustment/refund the person should fulfill following conditions:— 


e Condition applicable 
(i) | IF the registered person’s 

account are subject to audit 
( 


al Gazette, exclude any person or class of persons from 


f input tax not allowed due to 


The person should furnish a statement along with 
annual audited accounts, duly certified by the 
under Companies Act, 2017 auditors 
ii) | In case of other persons The person should fulfill the conditions and 
restrictions as may be specified by the Board 


The adjustment/refund of input tax, shall be made on yearly basis in the second month following 


the end of the financial year of the registered person. 


(iii) | Tax charged on the acquisition of fixed assets shall be fully adjustable against the output tax in the 
month it is purchased. 


2) S.22(1) and S. 24 
b)  Rule23 


Answer 37 


(i) Rule 14 and 18 , 
(ii) A registered person may, subject to approval of the Commissioner Inland Revenue, file a revised 
retum within 120 days of the filing of return, to correct any omission or wrong declaration made 
therein. 
pproval shall not be required in case revised retum is filed within 60 days of filing of return 
if; 
* the tax payable in revised return is more or 
* the refund claimed in revised return is less 
than the return required to be revised. 


Examiner comments on part -ii 


Overall performance of the candidates was good as they were able to demonstrate their 
understanding of Section 26 (3) of STA-1990. However, some candidates missed two important 
Points i.e. that the revised return can only be filed with the prior approval of Commissioner and 
within 120 days of filing of original return. 


(i) When filing a revised return the following amounts are required to be paid depending upon the 
time the revised return is furnished: 
During audit and before receipt of show | Amount of tax pointed out by officer of Inland 
Cause notice Revenue + default surcharge +25 % of penal 
ris of i Amount of tax evaded + default surcharge +100 % 
penalty [ If this amount is paid the show cause 
notice shall stand abated 
as Answer 42(a) 
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Answer 39 
a) Ea 
Following persons may be liable for de-registration: 
a) who ceases to carry on his business or 
b) whose supplies become exempt from_tax, or 
who transfers or sells his business 
d) who merges with another person 
who ceases to remain registered , A ; 
} i le return for 6 consecutive months 
‘ 2 pi a mech apply to the Commissioner for cancellation of registration. The Catei, on 
receiving application or on his own initiative may issue order of de-registration or cancellation of 
registration, with in the later of following: 
e 90 days from the date of application or : 
the date all outstanding liabilities are deposited by him. 


After this such person will be de-registered through computerized system. —— - 
e Commissioner, upon completion of any audit proceedings or inquiry which is initiated because of 


Th , 
application of de-registration, shall complete the proceedings or inquiry within 90 days of date of 


application and direct the applicant to discharge any outstanding liability by filing a final return (u/s 28): 
A person applying shall not be de-registered unless he.provides record for the purpose of audit or inquiry. 
The liabilities before de-registration, shall not be affected because of cancellation/cessation of registration. 


c) 


Reasons 


Registration 
required 


alers must register irrespective of their total turnover. 
All importers must register irrespective of their total turnover. 
Since he has no input tax to claim, he will not opt for registration. 


All distributors must register irrespective of their total turnover. 

No A manufacturer being a cottage industry is not required to be registered if its annual 
turnover is or below Rs. 10 million and it fulfills the other conditions as well. 

Answer 40 


Rule 22 


Answer 41 
a) S. 22(1) and S. 24 
b) Following exports are outside the purview of zero rating: 
(i) Goods exported which are intended to be re-imported into Pakistan. 
(ii) Goods that have been entered for export but are not exported, 
(iii) Goods that have been exported to a country specified by the Federal Government 


Answer-42 
(a) 
a registered paws shall not be entitled to claim or deduct input tax paid on; 
p r as erdiei used or to be used for any purpose other than for taxable supplies made or to be 
m n i : goods or services used or to be used for making the exempt goods supplies. 
y other goods or services specified by the Federal Government; 


(iii) the goods which a j ; te 
(i) Wks eves re subject to extra tax in addition to normal tax payable at 18%. 


(v) purchases, in res i ; 
, ; pect of which is indi . 
verifiable in the supply chain; a discrepancy is indicated by CREST or input tax of which is not 


(vi) taxabl i i 
© goods or services which has not been deposited into government treasury by the supplier. 


(vii) purchases made b i 
y a registered : i . 
Board through a notification. person, who fails to furnish the information required by the 


B a E. 
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oii purchases where payment has not been made through crossed cheque, 

in) goods and services not related to the taxable Supplies made by the registered persons 

(x) goods and Services acquired for personal or non-business consumption | 

(xi) goods used in immovable Property, or permanently attached to immovable Property, such as 
building and construction materials, paints, electrical, pipes, wires and cables, but exeludin 7 n 
fabricated buildings and good acquired for sales or re-sale or for direct use in the aed of 
taxable goods; 

(xii) vehicles specified in Customs Act, parts of such vehicles, electrical and gas appliances, furniture 
aa equipment (excluding electronic cash registers), but excluding goods acquired for sale/re- 

e. 

(xiii) services in respect of which input tax adjustment is barred under the provincial sales tax law; 

(xiv) import or purchase of agricultural machinery or equipment subject to sales tax at the rate of 1%; 

(xv) such goods and services which, at the time of filing of return by the buyer, have _not_ been 
declared by the supplier in his return or he has not paid the tax due as indicated in his return 

(xvi) supplies used for specified goods if such good are supplied to unregistered person, 

(xvii) the input on goods or services relating to supplies made to un-registered distributor, on pro-rata 
basis, for which sale invoices do not bear the NIC number or NTN, of the recipient. 


o A credit note can be issued within 180 days of the date of relevant supply. As the supply was made 

on February 15, 2010, the 180 days expired on August 14, 2010 . Therefore the credit note cannot 

be issued in the month of September 2010. 

However, the Commissioner, at the request of Rizwan Enterprise, extends the period for the submission 

of the credit note. The Commissioner has been empowered to extend the period of 180 days by a further 

180 days at the request of the supplier in writing giving reason for the desired extension in time. 

© @ 
G If there is a change in the rate of tax: 
> a taxable supply made by a registered person shall be charged to tax at such rate as in 
force at the time of supply. 
> Imported goods shall be charged to tax at such rate as is in force - 
£ in case the goods are entered for home consumption, on the date on which a 
goods declaration is presented. 
¥ in case the goods are cleared from warehouse, on the date on which a goods 
declaration for clearance of such goods is presented. 

s Where a [goods declaration] is presented in advance of the arrival of the conveyance by which 
the goods are imported, the tax shall be charged as is in force on the date on which the manifest 
of the conveyance is delivered. 

g If the tax is not paid within seven days of the presenting of the goods declaration the tax shall be 
charged at the rate as is in force on the date on which tax is actually paid. 

lf there is a change in the rate of tax during a tax period, a separate return has to be furnished in respect of 

o epey of the tax period showing the application of different rates. 
Answer.43 
1) 
) In case the consideration for a supply is partly in kind and partly in money, the value of the supply 
shall mean the open tpric upply excluding the amou ; 


i Therefore, in this case sales tax would be payable on the market price of Rs. 3.5 million. 

In case of trade discounts, sales tax would be levied on the discounted price excluding the amount 
of tax; provided the tax invoice shows the discounted price and the related tax and the discount 
allowed is in conformity with the normal business practices; 

In this case the discounted price to be shown on the sales tax invoice would be the one computed at 
8% discount. Therefore, value of supply would be Rs. 7.36 million (Rs. 6.8m/0.85 x 0.92). ! 
items specified in the Third Schedule, sales tax is charged on the retail price of goods excludin 


of retail 2 
a n 


iii) 
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Therefore, in this case sales tax would be levied on Rs. 3.0 million (Rs. 150,000 x 20 tons) 


e of supply mentioned on the invoice, 


b) Ifa debit note is issued on account of change (increase) in the valu 
it shall contain the following particulars: 
(i) name and National Tax Number of the supplier (seller); 
(ii) name and National Tax Number of the recipient (buyer); 
(iii) number and date of the original sales tax invoice; } 
(iv) the original value and sales tax as in original invoice; 
(v) the revised value and sales tax; 


(vi) the difference of value and sales tax adjustable; 


(vii) the reason for revision of value; and ae 
(viii) signature and seal of the authorized person issuing the note. 


Answer-44 
a) Same as Answer-23 (b) 


b) i) Ifthe input tax paid by a registered person on taxable purchases made during a tax period exceeds the 


output tax on account of: 
o zerorat ] supplies or 


o export ate : 
made, the excess amount of input tax shall be refunded to the registered person within 45 days of filing of 


refund claim. 

If the excess input tax relates to supplies other than zero-rated or exports, such excess input tax may be 
i d to the n and shall be treated as input tax for that period and the person will 

be allowed an adjustment or refund of input tax not allowed due to restricting the admissibility of input 


tax upto 90% of output tax. 
For claiming the adjustment/refund the person should fulfill following conditions:— 


[yt Person | Condition applicable | 
(i) | If the registered person's account are | The person should furnish a statement along with 
subject to audit under Companies Act, | annual audited accounts, duly certified by the 
e 2017 auditors 
The person should fulfill the conditions and 
restrictions as may be specified by the Board 


The adjustment/refund of input tax, shall be made on yearly basis in the second following the end 
. ofthe financial year of the registered person. 
ii) Where a registered person pays the amount of tax less than the tax indicated in his retum, the short 
ee ree tax co with default surcharge shall be recovered from such person by stopping removal 
f any ge rom his business premises and through attach i i i 
giving M a ua es g ment of his business bank accounts, without 
owever no penal i ` ice is gi 
my AAS pe 7 Á shall be imposed unless a shos. cause notice is given to such person. 


Answer-45 
a) S. 7(2) 
c) Wh i : s 
kela s ise E A eee mAN = within the relevant period, she may claim such tax in the 
Aiii g tax periods. So she can claim it till next six succeeding tax periods, 


(a) iir eo =~ shall be charged to tax at the rate of zero per cent: 
) goods exported, or the ified i ; = 
(ii) supply of stores and goods specified in the Fifth Schedule; 
cit outside Pakistan 
Ml) such other goods, as the F 
; , ederal Governm i : 
whenever : vernment may specify by notification i i 
circumstances exist to take immediate action for Akene rodres a geese 
curity, 


rovi ; 
provisions for consumption aboard a conveyance proceeding to a destination 
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disaster, national food security in emergency situar; , : 
multilateral agreements Bene) situations and implementation of bilateral and 


ing goods shall not be charged to tap. at the rate of ze i PEA 
(b) n P goiti that are intended to be re-imported into Pakia or 
(ii) goods that have been entered for export but are not exported: or 
(iii) goods that have been exported to a country specified by the Federal Government 


sssuert? 


(a) q) September 18, 2012 
(ii) December 08, 2012 
(iii) September 30, 2012 
(iv) ‘Te will be filed at such date as directed by the Commissioner 
After issuance of show cause notice, Haleema shall pay amount of tax evaded plus default surcharge 

© alty. If this amount is paid the show cause notice shall stand abated. i aiina 


if Haleema had paid the tax before issuance of show cause notice then she would have been paid 25% of 
penalty along with the amount of tax evaded and default surcharge. 


Answer-48 
S. 2(17) 


Answer-49 
snp Answer 39 (a), (b) 


Answer-50 
2) Same as Answer-36 (a), Chapter 25 


b) Same as Answer-37, Chapter 25 


Answer-51 
) Following are the situations under which a debit or credit note may be issued by a registered person: 
1) Where a registered person has made a supply and such supply or part thereof is cancelled or returned 
2) Where for any valid reason the value of supply or the amount of sales tax mentioned in the invoice issued 
has increased, 
3) Where, for any valid reason the value of supply or the amount of sales tax mentioned in the invoice issued 
has decreased, 


©) A registered person may, subject to approval of the Commissioner, file a revised retum within 120 days of 
the filing of return, to correct any omission or wrong declaration. 
Approval shall not be required in case revised return is filed within 60 days of filing of return if: 
* the tax payable in revised return is more or 
= the refund claimed in revised retum is less 
than the return required to be revised. 


Answer.§2 
ra activity”, means any economic activity carried on by a person whether or not for profit, and includes— 
an activity carried on in the form of a business, trade or manufacture; 
(c) K: activity that involves the supply of goods, the providing of services, or both; 
One-off adventure in the nature of a trade; and l 
but anything done during the commencement or termination of the economic activity, 
a) ot include— 
tb) 3 activities of an employee providing services to an employer, 
ĉn activity carried on as a private recreational hobby, 


D Ac 
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Answer-53 
a) i 
i) . . . 5 
The following persons engaged in making of taxable supplies in Pakistan (including zero-rated supplies) are required 
to be registered:-- 

(a) a manufacturer except a cottage industry; , l 

(b) A retailer who is required to pay sales tax except such retailer required to pay sales tax through his 

electricity bill.; 

(c) an importer; E 

(d) a wholesaler (including dealer) and distributor; 

(e) a person required, under any other Federal or Provincial law, to be registered for the purpose of 

ted as if it were a levy of sales tax; and 

w eae: is fund for his zero-rated supplies. 


(f) a commercial exporter who intends to obtain sales tax re 


ii) 
If there is a change in the rate of tax- 
red person is chargeable at the rate applicable at the time of supply; 


(a) a taxable supply made by a registe 

(b) imported goods shall be che seable at following rates- 

[ [Scenario CCC Rateto be used 
e | The rate applicable on the date on which a goods 


i) | If the goods are entered for hom 
baal consumption declaration is presented 

ii) | If the goods are cleared from warehouse The rate applicable on the date on which a goods 
ka declaration for clearance of such goods is presented 
Where goods declaration is presented in advance of the arrival of conveyance, the tax shall be calculated at 
the rate applicable on the date on which the manifest of the conveyance is delivered: 

In case of clearance of goods from warehouse if the tax is not paid within 7 days of the presenting of the 
goods declaration, the tax shall be charged at the rate applicable on the date on which tax is actually paid. 


b) 
Where goods are returned by the buyer because these are unfit for consumption and are required to be destroyed by 
fter obtaining permission from the Commissioner. The goods 


the supplier (seller), the XYL shall destroy the goods a 
will be destroyed under the supervision of an Inland Revenue Officer not below the rank of an Assistant 


Commissioner. The input tax credit in respect of goods destroyed shall not be admissible. 


Answer-54 
a) Same as Answer-42 (a) 
b) Following goods shall not be charged to tax at the rate of zero per cent: 
(i) exports that are intended to be re-imported into Pakistan; or 
(ii) goods that have been entered for export but are not exported; or 
(iii) goods that have been exported to a country specified by the Federal Government: 
The Federal Government may restrict input tax credit for person maki 
€ ng a zero-rat è 

c) Refund of input Tax : j oe EEN 

A registered person, shall not be allowed to adjust input in a tax period exceeding 90% of the output tax. 

Excess input tax shall be carried forward to the next tax period, and shall be treated as input tax for that 

period. The adjustment/refund of input tax, shall be made on yearly basis in the second month following the 

end of the financial year of the registered person. 

If the input tax paid by a registered person on 

purchases exceeds the ou : 

e zero rated local supplies or iaa 

. exports 

the excess input shall be refunded within 45 d i 

ays of fil i i 

refund shall be paid with duty drawback. . p saci: samen 

d) Monthly adjustment of in 
pul tax shall be treated as provisional adj 
justment i 
the registered person shall make final adjustment on basis of taxable and ia zi . ‘aes ath 
nd exempt supplies made during the 


year. 
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(a) st tax in relation to a registered person means; 

0 ei tax levied on supply of goods received by the person; 

( tax levied on goods imported by the person; 

(iii) tax levied under Federal Excise Act in sales tax mode on goods/services acquired by the person 

(iv) Provincial sales tax levied on services rendered or provided to the person and 

(vy) ‘tax levied under the Sales Tax Act, 1990 as adapted in the State of Azad Jammu and Kashmir, on the 
supply of goods received by the person; á 


“supply” means a sale or transfer of the right to dispose of goods as owner including sale under a hire 


a purchase agreement, and also includes - 
(a) putting to: 
e private, 
ə business or 
e non-business 
use of goods produced during taxable activity; 
(b) auction or disposal of goods to satisfy a debt; and 
(c) possession of taxable goods held immediately before de-registration. 
(d) in case of manufacture of goods belonging to another person, the transfer or delivery of such 
goods to the owner or to a person nominated by him, 
(e) production, transmission and distribution of electricity. 
The Board with the approval of Federal Minister in-charge may specify other transactions as supply. 
(b) Where, for any valid reason the value of supply mentioned in the invoice issued has decreased, Babar 
Associates shall issue a Credit Note (in duplicate), with prescribed particulars. 
The original copy, shall be sent to the Mubarak Enterprise and the duplicate shall be retained for record. 
Mubarak Enterprise shall issue a Debit Note in response to Credit Note issued by the Babar Associates as 
an acknowledgment of the receipt. Same details will be provided in the Debit note. 


Answer-56. 
(3) As per S.11A of Sales Tax Act 1990, where a registered person pays tax less than indicated in his return, the 
short paid tax (including default surcharge) shall be recovered from him: 
by stopping removal of goods from business premises and 
* through attachment of business bank accounts 
* without giving him a show cause notice. 
w) However penalty will be imposed after issuing show cause notice. 
As per Rule 7 of Sales Tax Rules 2006, 
(1) Incase of change in the name, address or other particulars in registration certificate, the person shall 
notify it in computerized system in 14 days of change. , 
D If change is approved, computerized system will issue revised registration certificate. The effective 
date shall be the date the person applied for change. > i a 
G) The Commissioner may based on available information, after inquiry and after providing 


Atswer-s7 Opportunity of hearing make modifications in the registration of the person. 
(a) 


pital goods used for making taxable as 


Tesi. 
ut tax" is th i jals, components and ca i 
e tax paid on raw materia ay Is used wholly for making taxable or 


Wel 5 
l as exempt supplies, It does not include the input on raw materia 
Pt supplies; 
iduat in t tax credit” 
The input er ; i ding to following formula: 
iput tax fo p tax pplies shall be a portioned according to t 
C hoth orampt and taxable supnlis Value i taxable supplies x Residual Input Tax 


Residual Input Tax Credit n 


On taxable supplies (Value of taxable + exempt supplies) 
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It is a supply which is exempt from tax 


It is a supply which is charged to tax at 
the rate of zero per cent 
Input tax paid is inadmissible, 


input tax credit] Input tax paid is refundable, | Input tax paid is inadmissible, __ 
nput tax credi Goods mentioned in Sixth Schedule. 


Products Goods exported or 
Covered notified by FBR or a by Federal Government and 


mentioned in the Fifth Schedule . i l 
Required to be registered No requirement of registration 


Invoicing Invoice shall be raised but at zero per | No invoice shall be raised. 
Requirements cent 


(c) Records.— aai o ; ; 
(1) A registered person making taxable supplies shall maintain following records of goods (including zero 


rated and exempt supplies): 

(a) records of supplices made 

(b) records of goods purchased 

(c) records of goods imported 

(d) records of zero-rated and exempt supplies; 


(da) double entry sales tax accounts; s 
invoices, credit notes, debit notes, bank statements, banking instruments, inventory records, 


utility bills, salary and labour bills, cash book, rental agreements, sale purchase agreements and 
lease agreements; 

(e2) record relating to gate passes, inward or outward, and transport receipts; and 

(eb) electronic version of records mentioned in clause (a) to (ea); and 

(f) such other records as may be specified by the Board. 


(2A) The Board may specify for any person to use electronic fiscal cash registers approved by the Board. 


Answer-58 

(a) (i) Same as Answer 42 (a) 
(ii) Same as Answer 39 (a) 

(b) As per the provisions of law where for any valid reason the amount of sales tax mentioned in invoice 
issued hes increased, the supplier (seller) shall issue a Debit Note (in duplicate), [Rule 21 (1)] 
Further where output is reduced or input is increased, the adjustment can only be made if the Debit Note 
is issued within 180 days of the relevant supply. [Rule 22 (3)] 
In the given circumstance as the output will increase by Rs. 20 000 j 
15 February 2017 even after 180 days, = e t a 


Definition 


Manufacturers and Retailer A 


ategory of Registration icheme of Taxation 
7 ae Registration required SS 


Bei J 
cing a registered person, Mr, Furqan was required to file a nil ‘null return for each tax period irrespective of the 


fact that he did not Carry out an 
c y taxable activity aft : 
due date may result in imposition of penalty. y ater the registration. Palture of Mr. Furqan to file a retum by the 
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answer} the consideration for a supply is in kind, or is artly in kind and i > 
(2) oat mean the open market price of the supply excluding on amount a sai T =r nt 

Rs. 2,500,000 e not the consideration received i.e, Rs.2,375,000. i PENO 

f supply 
(b Tameer Limited (TL) would follow the following procedure: 

(i) TL shall issue a Debit Note (in duplicate) in res 
Folad Limited (FL), indicating the quantity being returne 
value of Iron Bars as shown in the tax invoice issued by 
thereon, as well as the following, namely:- 

e name and registration number of the recipient i.e. TL; 

¢ name and registration number of the supplier i.e. FL 

e number and date of the original sales tax invoice; 
v 
. 


pect of Iron Bars supplied to it by . 
d, its value determined on the basis of the 
FL and the amount of related sales tax paid 


the reason of issuance of the debit Note; and 
signature and seal of the authorized person issuing the note. 


(ii) The original copy of the debit note shall be sent to FL and the duplicate copy shall be retained by TL 
for record. [Rule 20 (1) and (2)] 


Answer-62 

2) Same as Answer 54 (b) 
b) Same as Answer 54 (c) 

¢) Same as Answer 51 (b) 

d) Same as Answer 54 (d) 

£) Same as Answer 42 (c (i)) 


Answer-63 


(a) (i) An SRO provides following list of persons on which further tax is not chargeable: 
(i) Electricity energy supplied to domestic and agricultural consumers. 
(ii) Natural gas supplied to domestic consumers. 
. (iii) Motor oil, diesel oil, jet fuel and fuel oil, 
(iv) Goods sold by the retailers to end customers. 


(v) Supply of goods directly to end customers including food, beverages, fertilizers and 
vehicles. 


(vi) Items listed in Third Schedule 

(vii) Second hand worn clothing and other wom articles 

(viii) Supplies by steel melters, re-rollers and ship breakers 

(ix) Supplies covered under the Fifth Schedule to the Sales Tax Act, 1990. 


Supplies made to Government, semi-government and statutory regulatory bodies. 
(xi) Supply of white crystalline sugar, 


(xii) Supply of foam or spring mattresses and other foam products for household use 
(xiii) Supplies by stee! sector and edible oil sector, 


(ii) Following goods shall not be charged to tax at the rate of zero per cent: 
i) exports that are intended to be re-imported into Pakistan; or 
(ii) goods that have been entered for export but are not exported; or 
(iii) goods that have been exported to a country specified by the Federal Government 
©) Refer Rule 54. 
Answer-64 
9 


j, Refer rule SA 
i, Refer past paper question 30 (a). 
Refer past paper question 42 (c) (ii). 


fic 
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i invoices, evaded tax or comm; 
b) Where Commissioner is satisfied that a registered person has kauaa nee ea ‘skit fatter oa 
tax fraud, registration may be suspended through the system, without prior > inquiry, 
The basis may include:- > ‘ 
a. non-availability of the registered person at the given address; 


b. refusal to allow access to business premises or refusal to furnish records to inland pas ae 
c. gbnormal tax profile, such as taking excessive input tax adjustments, continuous : i 


sudden increase in turnover; 
. making substantial purchases/supplies from/to other blacklisted or suspended person; 
e. non-filing of sales tax returns; 
f. on recommendation of a commissioner of any other jurisdiction; 
any other reason to be specified by the Commissioner; 
Answer-65 
Every registered person may apply to commissioner for de-registration in following circumstances: 
» who ceases to carry on his business or 
e whose supplies become exempt from tax, or 
e he transfers or sells his business; or 
~e _ merges with another person 


If a registered person fails to file tax return for 6 consecutive months, the Commissioner may after issuing a 
notice shall issue order of de-registration and he will be de-registered through computerized system. 


nswe 
(a) Refer S. 5. 
(b) Refer rule 23. 
(c) 


Registered person 


15 of next month following any 
tax period (Electronic filing — 18 
of next month 


Special return [S.27] Registered or Unregistered On the date specified by the 

persons Commissioner in its notice calling 
for such return, 

ba Final retum [S.28] Person who has applied for On the date specified by the 
a a z deregistration Commissioner. 

ual return [R 1 E i ic limi n 

e ll = ta a 

of financial year. 


Answer-67 

(i) Same as Answer-57(b) 
(ii) Same as Answer-56(a) 
(iii) Same as Answer-54(d) 


Answer-68 
(a) Following documents are required for claiming input: 


in his name and bearing his 


8 M- 
: 2 = Payment of sales tax. 
A. i eee 
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n shall retain records/documents for a period of 6 years after the end of the tax period to whi 
(b) sage till final decision is received in proceedings for assessment, appeal and Abert Dione 
Resolution Committee. 


. + 


ommIiSSIonN <Q tnat a registered person ha: 
pa 
] 


committed tax fraud, registration may be suspended 
further inquiry. 
the written order of suspension shall give the reasons for suspension. Order shall be sent to the registered 
(ii) person. all other LTUs/RTOs, the FBR's computer system for information; 
in cases, where the buyers/suppliers of suspended person, belongs to another LTU/ RTO, and they are to 
be suspended as well, the i hall infi i issi to initiate proceedings for 
suspension/blacklisting of them; 
6) no input tax refund issible to s d n. Similarly, no input tax refund shall be 
allowed to the buyers on sales invoices issued by him (whether issued prior to or after such suspension), 
during suspension. 
v) the Commissioner shall, within 7 days of order of suspension, jssue a show cause notice to the registered 
person to afford an opportunity of hearing within 15 days of the issuance of notice clearly indicating that 


. . 
rt 


ssued fake invoi evaded tax or 
through the system, without Prior notice, pending 


he will be blacklisted if: 
A. there is no response to the notice; 
B. he has not provided the required record; 
C. he has not allowed access to his business record or premises; and 
D. any other reason specified by the Commissioner: 
Answer-70 el 
(t) (@ Same as Question 67(ii) 
(i) Capacity tax 


For goods specified in Tenth Schedule tax shall be levied - 

(a) on the production capacity of plant, machinery 

(b) on fixed basis from any person, 

Extra tax i | 

Federal Government may collect tax at such extra rate or amount, in addition to the normal tax. 


The tax charged here shall not exceed 18% of value of goods, The Federal Government will also 
specify the mode, manner and time of payment of tax. 
O As per the provisions of law where for any valid reason the amount of sales tax mentioned in invoice issued 
the supplier (seller) shall issue a Debit Note (in duplicate), [Rule 21 (1)} 


Further where output is reduced or input is increased, the adjustment can only be made if the Debit Note is 
issued within 180 days of the relevant supply. [Rule 22 (3)] 


the given circumstance as the output will increase by Rs, 45,000 so the adjustment can be made even 
180 days. For this Fahad needs to issue a Debit note, 
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Answer-71 
a. 
i. Free provision of taxable goods to the company’s CEO falls under the definition of supply. The tax will 


be charged at open market price of goods. E 
ii Free replacement of defective parts is considered as original supply and not a separate supply. Therefore, 


free replacement is not chargeable to tax, 
The business has to make payment from its business bank account to the business bank account of the 


supplier, As the payment is not made from the business bank account of the company, the company will 
not be able to claim input tax credit of such supply. [S. 73] 
iv. Value of supply will be the open market price of the goods, excluding the amount of tax and excluding 


the amount of mark up. [S. 2(46)] ; van 
Time of supply is the time the goods are delivered or made available to the recipient of the supply, 


Therefore, advance received is not chargeable to tax. [S. 2(44)] 
vi. Supplies made by cottage industry are exempt from sales tax. ; : 
The taxpayer is not allowed to claim input tax credit on goods used in the construction of immoveable 
property (building). [S. 8] l : 
Input tax credit can be claimed by the taxpayer on the purchase of clectronic cash register. This input tax 
shall not be restricted to 90% of output. [S.8, S.8B] 
b. Same as Answer- 63(b) [Rule 5A] 
Answer-72 
Note for students: 2/10, n/30 means that buyers are eligible to get a 2% discount on trade credit if the amount duc is 
paid within 10 days. After those 10 days pass, the full invoice amount is due within 30 days without the 2% 
discount. 
i. 


viii. 


Value of supply is taken as discounted price (excluding the amount of tax) if the tax invoice shows the 
discounted price and the related tax and the discount allowed is in conformity with normal business 
practices. As the discounted price was not shown on the tax invoice so the value of supply will be Rs, 
1,000,000 (800,000/80 x 100). 

ii. Definition of “supply” includes putting to private, business or non-business use of goods produced during 
taxable activity. 60% of the goods were manufactured and used for business purposes so Rs. 900,000 is 
chargeable to tax, s 
Remaining 40% goods which are locally procured does not fal] under the definition of supply. 

iii. Time of supply means the time at which the goods are delivered or made available to the recipient of the 
supply. Cash received is not relevant for determining time of supply. As advance of Rs. 600,000 is received 
and goods are not delivered in February 2022, there will be no tax consequences, 


iv. For supplies and import of goods specified in Third Schedule tax shall be charged at 18% of the retail price. 
Therefore, the value of supply will be Rs. 6,000,000 (1,000 units x Rs. 6,000 per unit) 

v. Free replacement of defective parts is considered as original supply and not a separate supply. Therefore, 
free replacement is not chargeable to tax. 

yi. While calculating the value of supply only trade discount is deducted if certain conditions are fulfilled. In 
this case the cash discount is offered to customer so value of supply will remain at Rs, 400,000. 

Answer-73 

a. Tier-1 category retailers shal] pay tax in normal manner at rate of 18%. 


Tax shall be charged through monthly electricity bills from retailers other than Tier-1.The rates will be: 
i. Sales tax @ 5% where the monthly bill amount does not exceed Rs 20,000 
ii. Sales tax @ 7.5% where the monthly bill amount exceeds Re 20,000 | 

The electricity supplier shall deposit the amount collected directly. : 


The above tax on oth ier- ilers j 
ki er than Tier-1 retailers is other than normal tax of 18%, further tax of 4% and extra 


In case a Tier-1 retailer does not integrate his retail outlet duri 
input tax for whole of that tax period shall be reduced by 60%, 
b. Where a registered person has made a supply, and such Supply (or part thereof) is cancelled or returned, the 


buver shall issue a Debit Note (in duplicat ; pi à 
SBE Ns Plicate), Therefore, SL is required to issue Debit Note to TPL against 


Following particulars are required to be disclosed in Debit Note: 


ng a tax period or part thereof, the adjustable 
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a the amount of related sales tax, and 
å the following, namely: - 
(i) name and National Tax Number of the recipient (buyer); 
(ii) name and National Tax Number of the supplier (seller); 
(iii) number and date of the Original sales tax invoice; 
(iv) the reason of issuance of the Debit Note; and 
- signature and seal of the authorized person issuing the note. 


Answer-74 
(a) 
L 


(a) does not have an industrial gas or electricity connection; 
(b) does not have a total labour force of more than 10 workers; and 
(c) annual tumover from all supplies does not exceed Rs. 10 million. 

li, A retailer is liable to be who is liable to pay sales tax except such retailer re 
his electricity bill. It means Tier 1 retailer is required to register while othe 
register. 

iii. Distributors of exempt supplies is not . -quired to be registered. 


iv. An exporter of taxable goods who intends to obtain sales tax refund against his zero rated supplies is 
required to be registered. 


quired to pay sales tax through 
r than Tier 1 is not required to 


(b) Following goods shall not be charged to tax at the rate of zero per cent: 
(i) exports that are intended to be re-imported into Pakistan; or 
(ii) goods that have been entered for export but are not exported; or 
(iii) goods that have been exported to a country specified by the Federal Government: 
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OTHER QUESTIONS ~ 
Answer the following in the lig 


t of Sales Tax Act? - ~ 5.2 (46 rT 
|. Mr. Aamir ir in the business of manufacturing weapons. For this pema eye sical 
leather sheets (exempt goods) to a company for further processing. ” 
will be determined in this case? z . — 
2. Mr. FE has sold some of the goods to his cousin at a price which im then market 
price. What thing he should kept in mind while executing this transaction. 


S.2 (46) (ii) 

3. Who is liable to pay the Sales Tax? : À: - 

4. MA 7 while selling some goods has forgottenly used a high rate of tax while charging S. 3B (1),(2) 
put to customer. Now what is his responsibili a 

= 701 

6. How the tax liability is calculated in respect of a person wh 

supplies taxable at 18%? : me EIE 
7. A person is making sales taxable at 18%. What is the procedure prescribed under law for 

availing refund of input tax paid in excess of output for this person, 


8. What powers are available to tax authorities where a person required to furnish a retum `| S.11(1) 
has not furnished the same? 


9. For how many previous years a return can be required from a person? |S.11(4) | 
10. For how many period tax records are required to be kept by a taxpayer? 18.24 


11. How tax authorities can conduct audit? ay (2), 


12. Which matters are to be taken into consideration by tax authorities when they are 


removing a sample of goods and what is the right available to the taxpayer in this 


13. When a separate return is required to be filed by a per on? 


14. What is the option available to the taxpayer if he has filed an incorrect retum and how 
this option is to be exercised? 


15. What is the difference between special return and final return? 
16. ha u difference between requirement of registration in respect of a wholesaler and 
retailer? 
. To whom and in w 


o is involved in making 


hat form ap plica 


tion of registration is to be made? 
person who is registered compulsorily? 
-registered? 


i goods and in 
at is his res Onsibil 


the subse 
r t 
onal ad ustment? 


ity and th 
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CHAPTER 23 


NUMERICAL QUESTIONS ON SALES TAX BY ICAP 
ICAP PAST PAPER QUESTIONS 


1, You must search in question whether purchase and sale figures are inclusive of tax or exclusive of tax. If 
i question is silent assume all of the figures are exclusive. 
sales tax debit is output and sales tax credit is input. 
Name of schedules in sales tax 
« Third schedule — Tax will be charged at retail price 
e Fifth schedule — Zero rate sales 
e Sixth schedule —- Exempt sale 
4, U must find out whether in the adjustment the word “include” is written or not. 
a, If word include is not used post original figure 
b. Ifword include is used post rectifying figure 
5, Input workings: 
a. Always calculate input on machine (and electronic cash register) separately. 
b. The input on local raw material, imported raw material and purchase of services is to be calculated 
in separate working, ` 
6. A machine is purchased in January and we started use in March. We will claim input in January. 
7, Following adjustments are to be ignored in numerical: 
a. Material purchased from un-registered suppliers was exclusively used for making taxable supplies, 
b. Purchase of motor vehicle for use 
8. Following will be considered as sale: 
a. Goods given to employee/CEO/Director free of cost 
Goods personally used by owner 
Our goods lying as security with bank but bank sold them on making default 
Goods issued from factory to admin office 
Goods produced and internally used in factory 
f. Goods given in charity 
3. For claiming input tax you most hold invoice. 
If exempt Sale is exported, it will be considered as export. 
* Bedi it note: 
a Sale return adjustment cannot be made after 180 days. 
b. Increase in sale price adjustment can be made after 180 days 
©. Decrease in sale price adjustment cannot be made after 180 days. 
12, Exe d. ase retum adjustment can be made after 180 days. 
13 Ki goods sold to an unregistered person will be considered as exempt sales, 
wing terms are commonly used for inputs which are not restricted up to 90% of output. 
a) Input paid on machine; 
e a Paid on electronic cash register; and 
M Mieste neta goede aaa i 
supp) trade discount is given in question, then normal discounted price should be considered as value of 
5, a and if normal discount rate is not given then fair value will be used. 
i dn, discount is same as cash discount and it has no tax implication in numerical on sales tax. Only 
Ount is considered if it is according to business norms. 


en 
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Question-1 
e month of June: 


Star Enterprises has submitted the following data for th 


Total sales- registered persons (taxable) 1,000,009 
Total sales - unregistered persons (taxable) 5,000,009 
Export sales 2,500,009 
Exempt supplies 500,009 
Gross purchases from registered suppliers 6,500,009 
Gross purchases from unregistered suppliers 500,009 
Purchase return to registered suppliers 650,000 
Required: Compute the sales tax liability of Star Enterprises for the month. Show proper workings. (10) 
(Q.9 March 2093) 
Question-2 F š , 
Following information is extracted from the records of M/S Rainbow Enterprises (Private) Ltd. The information 
pertains to the month of July 2005: ü 
e Supplies to registered persons (taxable) 5,000,000 
e Supplies to unregistered persons (taxable) 1,500,000 
e Export Supplies 3,000,000 
e Purchases from registered suppliers 4,000,000 
e Purchases from unregistered suppliers 1,000,000 
e Sales of exempt goods 1,000,000 


unt of Rs. 100,000 is still outstanding on account of the 


Examination of creditors’ ledger reveals that an amo 
12, 2005. The input tax on the said purchases was 


purchase made from a registered supplier on January 


accounted for in the relevant tax period. 
e Goods purchased from unregistered suppliers are exclusively used for making taxable supplies. 


Required: Determine the amount of sales tax liability. (6) 
(Q.12 September 2005) 


Question-3 
Mr. Adam is a registered person and engaged in the supply of various types of appliances for last many years. He 


has provided you the following information for the month of February 2007: 


(i) Supplies made during the month amount to Rs.95 million. Details of supplies made are as follow: 

Rs, In 
ibai na 
Exempt supplies 10 
Supplies to registered persons (taxable) 30 
Supplies to unregistered persons (taxable) i 

ain . 95 
ii uring the month, he has mad 
: falcons ade an adjustment of Rs.500,000 through credit note in a registered person's 
(iii) Following purchases were made during the month: 
Rs, In 
- From registered persons miio 
= From unregistered persons = 
15 
n i 


n amount of Rs. 3,000,000 is payab] 
’ ’ et 
the purchases was accounted for in the sine 


(vi) Mr. Adam is also required to pay the following tax period, 


d . : 
| ia 2 A Numerical Questions on Sales Tax by ICAP 


7 chaptet 2 
Rs. 
500,000 
press 70,000 
gurcharg? — 30,000 
penalty , Compute Mr. Adam’s sales tax liability (13) 
gequired: (Q.8 March 2007) 


question-4 a registered person and engaged in the manufacture of consumable goods. The following information 
yr, Azad 1 è February 2009 is available: 


; f 
fr the month © Value excluding Sales tax Value including 
sales tax @ 18% sale tax 
Rs, Rs. Rs, 
Sales 6,000,000 1,080,000 7,080,000 
y ble ? , > ’ 5 , 

- leat 4,000,000 s 4,000,000 
10,000,000 1,080,000 11,080,000 
a ET 9,200,000 1,656,000 10,856,000 
: Machinery 1,700,000 306,000 2,006,000 

Required: Work out the sales tax liability of Mr. Azad along with input tax to be carried forward (if any) in his 
gales tax return. (9) 
(Q.8 March 2009) 


Question-5 

Mr. Asif is registered under the Sales Tax Act, 1990, Following information for the month of August 2009 has been 
extracted from his business records: 

() Supplies made during the month were as follows: 


Rupees 
- to registered persons 5,000,000 
- to unregistered persons 3,000,000 
- export supplies 11,000,000 
- exempt supplies 2,000,000 


(i) — Goods costing Rs. 8,000,000 were purchased from registered persons, 
(iti) Goods purchased from unregistered persons amounted to Rs. 2,000,000 and were used exclusively for 
making taxable supplies. 


Required: 

Compute the sales tax payable and/or to be carried forward by Mr. Asif in the return for the month of August 2009. 
(9) 

Question.6 (Q.8 September 2009) 


engineering Limited (MEL) is registered under the Sales Tax Act, 1990. The company is engaged in the 
month ofFebmas ap of spare parts. Following information has been extracted from the records of MEL for the 


Chapter 23: Numerical Questions on Sales Tax by ICAP 


Following additional information is also available. 


(i) Purchases from registered suppliers include an amount of Rs. 1.0 million which was invoiced on May 15, 


p 2010. The input tax on this invoice could not be claimed in the relevant period. 
ci) Material purchased from un-registered suppliers was exclusively used for making taxable supplies. 
(iii) Goods worth Rs. 500,000 were returned by different customers. Proper debit/credit notes were raised 
within the specified period. 
ut to use during the same month. 


(iv) A new machinery of Rs 2.4 million was purchased and p 


(v) Rs. 20,000 was paid for electricity bill. 
(vi) Parts worth Rs. 15,000 were delivered to the CEO for his personal use, free of cost. 


(vii) Sales tax credit of Rs. 50,000 was brought forward from previous month. 
Sales tax is payable at the rate of 18%. All the above amounts are exclusive of sales tax. 


Required: 


(a) Compute the sales tax payable/refundable. 
(b) Input tax credit to be carried forward, if any. (15) 
(Q.5 March 2011) 
Sales Tax Act, 1990. He is engaged in the supply of household appliances and has 


Mr. Agha is registered under the 


provided you the following information for the month of August 2011: 


(i) Supplies made during the month were as follows: 


“oral emable supplies to N 
Local taxable supplies to registered persons 35,500,000 


Local taxable supplies to unreg istered persons 


Exports to USA and Canada i 


Supplies of exempt goods 


have 


Goods worth Rs. 1,500,000 were returned by a registered person. Proper debit/credit notes 
been issued in this regard. 


[Rupees | 


Goods purchased from unregistered persons were exclusively used for making taxable supplies. 
Ji An amount of Rs. 750,000 is payable to a registered person since 28 January 2011. 
(iii) Sales tax credit of Rs. 610,000 has been brought forward from previous month. 
tae = oot ton the rate of 18%. All the above amounts are exclusive of sales tax. 
a is also required to pay a penalty of Rs. 10,000 under the Sal t of 
certain defects in the maintenance of records. ——i 


Following purchases were made during the month: 


Required: 

Compute the sales tax payable/ (refundable) by/to M ith i i i i 

nent e P aie r. Agha along with input tax to be carried forward, if any, BD 
‘ 


(Q.6 September 2011) 
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; ales Tax Act, 1990 and is engaged in the busi 

guston registered under ppan e business of manufacture and 

Mi. Fol ian e allowing information has been extracted from the records of Mr. Folad for the month piano 
pome 


pplies to registered — 72,870,000 
-registered persons 9 850,000 
12,700,000 


sowing additional information is also available: 
is new machine purchased for Rs. 12 million was commissioned into operations during February 2012. 


A ; 

4 Sub-standard supplies amounting to Rs. 4,500,000 were returned to vendors. Proper debit/credit notes were 
raised in this regard. 

a) Goods worth Rs. 7,200,000 were returned by different customers. Proper debit/credit notes were raised 


within the specified period, 
An amount of Rs. 820,000 on account of purchases made from a registered supplier is outstanding since 


d July 2011. The related input tax was accounted for in the relevant tax period. 
(v) Sales tax credit brought forward from previous month amounted to Rs. 910,500. 


Sales tax is payable at the rate of 18%. All the above figures are exclusive of sales tax. 


Required: 
Compute sales tax payable/refundable and input tax credit to be carried forward, if any. (12) 
(Q.7 March 2012) 


Question-9 
Zainab is registered under the Sales Tax Act, 1990 and is engaged in the manufacture and supply of Products A and 
B. Following information has been extracted from her records for the month of August 2012: 

Product A 


Rupees 


("Ge | Rane 
Local materials from registered persons 6,000,000 
Local materials from unregistered persons 850,000 

oe Information: 


(i) $ a Ais exempt from the charge of sales tax. 
i) sae tax credit brought forward from previous month amounted to Rs. 262,500. 
ubstandard supplies worth Rs. 150,000 were returned to the registered vendors and proper debit and credit 
fv) "Oles Were issued, 
An invoice dated 5 February 2012 amounting to Rs. 100,000 had not been claimed inadvertently. This 


t) ga ight was detected in the month of August 2012, : 
es tax is payable at the rate of 18%. All the above amounts are exclusive of sales tax. 


urea 
a light of Sales Tax Act, 1990 and Rules made thereunder, calculate the following for the month of August 
a) 
S 
(b) apt Pvt / refundable (11) 
0 be carried . 
forward, if any (Q.9 September 2012) 
$56 
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Mr. Clever, a manufacturer of household appliances, is registered ae Si Sales Tax Act, 1990. Following 


information has been extracted from his records for the month of Februa ee 
Local supplies of manufactured goods to registered persons —26 $60,000 | 


Local supplies of manufactured goods to unregistered persons | 1,250,000) 
Local supplies of zero-rated goods 3 ca ae 
eg ——————— N 
Local purchases : 40,550,000 


5.000.000 


Unregistered persons 
Following additional information is also available: : P 
(i) Supplies worth Rs. 1,300,000 were returned by different registered persons. Proper debit/credit notes were 


raised within the specified time. 
(ii) Local purchases from registered persons inc 


Mr. Clever’s uncle, , k ‘ s 
A new machine amounting to Rs. 3,000,000 was imported from China and put into operation during the 


(iii) 
same month. ; 
(iv) Sales tax credit of Rs. 410,000 was brought forward from previous month. 


Sales tax is payable at the rate of 18%, All the above amounts are exclusive of sales tax. 


Required: 
Compute the sales tax payable by/refundable to Mr. Clever along with input tax to be carried forward, if any, in the 


sales tax return for the month of February 2013. 


lude an invoice of Rs. 60,000 which was issued in the name of 


(12) 
(Q.7 (b) March 2013) 
Question-11 
Faizan is registered under the Sales Tax Act, 1990 and is engaged in the business of manufacture and supply of 
engineering goods. Following information has been extracted from his records for the month of August 2013. 


(i) Supplies made during the month were as follows: 
Amount Allowed 


[Local supplies toregisteredpersons TTT 
Local supplies to unregistered persons 
di Fe oar SCS |= :000,000 1 6,000,0007 

allowed to Soori Limited, All the ai wena A paa 


(iii) Supplies worth Rs. 617,500 (net of i 
worn kai ile (net of discount) were returned by Noori Limited, Proper debit and credit notes 


(iv) Following purchases were made during the month: 


Local materials from registered persons 


| Rupees _ 
Local materials from unregistered persons 27,000,000 


(v) Records indicate that a 
pump and ; Y 3,000,000 | 
e pump and motor was Re 33-000. a motor were given to Faizan's friend, free of cost, The list ool the 
Faizan is required to pay a penalty of 
defects in the maintenance of Se ORO ate tho Sal 
| sens i es Tax Act, 1990 on i 
el apa tax credit brought forward from previous m e- 
ates tax is payable at the rate of 18%. All th a 
Required: ts ‘iene 
Compute the salés tax 
payable b 
sales tax return for the month nk 


amounted to Rs, 850,280, 
figures are exclusive of Sales tax, 


or refundable to F 


Ugust 2013, 
13 , if any, in the 


(13) 
557 (Q.7 Septemher 2013) 
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use istered under the Sales Tax Act, 1990. He is engaged in 


s the manufacture and 
Following information has been extracted from the records for the month of February 2014, 
0 


ocal purchases of raw-material: tome 
frown registered Sete a 


p 
p 
t 
o 


s 9,000,000 
Supplies of manufactured goods: _ 


supply of spare parts, 


| 
local taxable supplies to registered persons taxable supplies to registered persons | 12,000,000 | 
local taxable supplies to un-registered persons 4,000,000 
local exempt supplies to registered persons i 3,000,000 
11,000,000 
Following additional information is also available: 
(i) Raw materials of Rs. 1.5 million were purchased from a registered supplier, Invoice was received on 15 


November 2013. However, the input tax on this invoice could not be claimed in the relevant period. 


(i) | Taxable supplies amounting to Rs. 1.2 million were returned by different customers, Proper debit/credit 
notes were raised in respect of such supplies, 


(iii) Sales tax credit of Rs. 1.2 million was brought forward from previous month. 
Sales tax is payable at the rate of 18%, All the above figures are exclusive of sales tax, 
Required: 
Compute the sales tax payable by or refundable to Zaheer along with input tax to be carried forward, if any, in the 
sales tax return for the month of February 2014, 13 


(13) 
(Q.9 March 2014) 
on-13 


Ali Trading Company (ATC) is registered under the Sales Tax Act, 1990 and is engaged in the business of 
manufacture and supply of consumer goods. Following information has been extracted from the records of ATC for ` 


the month of August 2014, 
T eee, 
Local supplies to distributors 
ieee: 
E 


ion is also available: 


Supplies amounti : i 
a An early settlem ing to Rs. 540,000 were returned by registered retailers. 


5 ent discount of Rs, 250,000 was given to local distributors. 
n amount of Rs. 500,000 was received from Imran Associates, representing 25% advance payment in 
merida of a special order, ATC will supply this order in November 2014. 
ge 


(iv) 
with a bank, were disposed of by the bank for Rs. 4 million in satisfaction 
w) of debt owed by ATC. 


S : 
(vi) ice imi brought forward from previous month amounted to Rs. 854,700, 


edit and credit notes h i ; 
Sales tax jg payable at the s have been issued wherever necessary 


Required: rate of 18%. All the above figures are exclusive of sales tax. 
Under the PE 
carried teen of the Sales Tax Act, 1990 compute sales tax payable/refundable and input tax credit to be 
» if any, for August 2014, (14) 
(Q.6 September 2014) 
5&8 cea 
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tion-14 ' , 
Bashir is registered under the Sales Tax Act, 1990 and is engaged in the rea rae = supply of consumer 
goods, Following information has been extracted from his records for the month o 


Rupees 

Supplies 25,980,000 
To registered persons 2,500,000 
To unregistered persons 1,874,000 
Exempt supplies 2,000,000 
Export to USA 

Purchases 21.7 
Purchases from registered person pepes 
Import of a machine hiii 


Following additional information is also available; , , , , 

(i) sie to registered persons include goods amounting to Rs.300,000 which were supplied to an associated 
company at a special discount of 25%. 

(ii) aoa vd amounting to Rs.55,900 was paid in January, 2015 but inadvertently it could not be claimed in the 
return for January 2015, 

(iii) a registered supplier had supplied goods worth Rs.500,000 to Bashir in February 2015, However, Bashir did not 
receive the sales tax invoice from the supplier, 

(iv) the imported machine was put into operation during February, 2015, 

(v) sales tax credit of Rs,410,000 is to be brought forward from January 2015. 

Sales tax is payable at the rate of 18%, All the above amounts are exclusive of sales tax, wherever applicable. 

Required: 


Under the provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute sales tax payable/refundable 
and input tax credit to be carried forward, if any, for tax period February 2015, 13) 


( 
(Q.7 March 2015) 


uestion- 
Rahbar is registered under the Sales Tax Ac 
supply of specialized equipment. Followin 
August 2015, 


t, 1990 and is engaged in the business of manufacture and 
g information has been extracted from his records for the month of 


Purchases - Raw material: 
from cottage indus 


a. information is also available: Epi 
i Purchases from local registered persons j 

* Material worth Rs, 1,600 D aro 
* Raw-material of Rs, 2 


following: 

00,00 ast which a discrepancy has been ind 
’ Purchased from AB E 

was made on the nterprises on 2 A 

that with effect aan by pay order, On 15 August ugust 2015,The payment 


j icated by the CREST, 
2015, AB En 


August 2015 their registration has bee 


terprises informed Rahbar 
Inland Revenue. n suspended by the Commissioner 
(ii) An electronic cash regist 
Gi) On 28 August 2015, Rahbar paid sales om High Tech Limi 


mited at Rs, 250 
(iv) manufactured sales tax of Rs, 170,000 o £90,000 
department, SAWipment worth Rs, 375,000 ny me. 
mal testing purposes in R&D 
559 
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Rahbar made free replacement of faulty parts on uest fi i 

(v) covered under warranty and had a market value of Rai 75,000. twee of his customers. These Parts were 

all the above figures are exclusive of sales tax, wherey 

ee aro Ge SAME THA As, 08 
the provisions of the Sales Tax Act, and Rules made thereunder, 

pa by or refundable to Rahbar and the amount of sales tax to be carried pa ifs 
t2015. 

jeni all relevant exemptions, exclusions and disallowances, 


er applicable, Sales tax is payable at the rate of 18%, 


amount of sales tax 
any, for the tax period 


(18) 
(Q.5 September 2015) 
ion -16 


Mulagat Associates (MA), an association of persons, is registered under the Sal 


the business of manufacture and distribution of various products, Following 
MA's records for February 2016: 


ales Tax Act, 1990 and is engaged in 
information has been extracted from 


Taxable goods from registered suppliers 
Taxable goods from un-registered suppliers 


Exempt goods from registered suppliers 
Imports - raw material 


Following information is also available: 

(i) Taxable goods purchased from registered sup 
use in the office of marketing manager. 

(ii) MA purchased 150 bags of cement, covered under Third Schedule, for the construction of a bungalow for 


managing partner. Cement was purchased at the wholesale price of Rs. 400 per bag. However, the retail 
price was Rs. 500 per bag. 


(iii) Advance of Rs. 268,000 was 


pliers include furniture of Rs, 45,000 which was acquired for 


made to Nomi Corporation for the purchase of packing materials. 

(iv) Taxable goods to un-registered customers include goods worth Rs, 200,C00 sold to cottage industry in Bela. 
The rest of the goods were sold to educational institutions in Zhob, 

(vr) On1s February 2016 MA signed an agreement with Bali Traders (BT), a registered customer, for the sale 
of goods worth Rs. 290,000. On 20 February 2016 the goods were made available to BT. However, BT 

wi took the delivery of goods on 5 March 2016. 


sold goods worth Rs. 52,000 to one of its customers on two months credit. The amount was inclusive 
of 4% mark-up, 


(vil) MA distributed free samples of one of its new detergents Zeta among corporate clients. The value of these 
(vii samples amounted to Rs, 65,000. 


MA issued a debit note of Rs, 35,000 to Hali Brothers to rectify a mistake in MA’s sales invoice. The 
(ix) invoice was originally raised in November 2015. 
On | February 2016 MA sold 4,000 packs of a new caramel ice cream, covered under Third Schedule, at a 
w discounted price of Rs. 100 per litre pack. The retail price of the ice cream was Rs, 160 per litre pack. 
Sales tax credit brought forward from January 2016 amounted ta Rs. 245,000. This amount was inclusive 
Of input tax of Rs, 120,000 paid on a chemical which could not be used before the expiry date and was 
All the abo quently destroyed in February 2016. 
Requi ar figures are exclusive of sales tax, wherever applicable. Sales tax is payable at the rate of 18%. 
rin Provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales tax 
2016, refundable to MA and the amount of sales tax to be carried forward, if any, for the tax period a 
exclusions and disallowances. (Q.5 March 2016) 


Note; 
Show alt relevant exemptions, 


560 
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Question-17 t, 1990 and is engaged in the business of 
Samaaj Associates (SA) is registered under the Sales ee consumer goods. Following information has 


manufacturing, trading and export of electronic, chemical an 


been extracted from SA's records for the month of August 2016: —_— 

Supplies 3,100,000 
To registered persons 875,000 
To un-registered persons 625.000 
To persons registered as exporter ’ 

Purchases: 
Raw material from registered persons sg 
Finished goods from un-registered persons Š ry 
Packing material from registered persons ; ,000 
Local machinery from un-registered persons pepe 


Imports-finished goods 
Packing material from registered persons include material worth Rs. 150,000 which was used for packing electric 
motors. On 31 August 2016 these motors were still part of SA’s unsold stock. > i 
Raw material purchased from registered persons includes purchase of Rs. 80,000 of hydrochloric acid from JB 
Traders. The supplier has not yet deposited the amount of sales tax collected from SA in Government treasury, 
Following transactions pertaining to August 2016 are not included in the above table: 
(i) Sales tax of Rs. 70,000, Rs. 45,000 and Rs. 68,000 was paid in cash on electricity, gas and telephone bills 
respectively, 
(ii) SA purchased high quality cables and wires worth Rs. 250,000 from a registered supplier. 
(iii) Three cartons of sulphuric acid were supplied to registered distributors at a price of Rs. | 10,000 per carton, 
The distributors normally supply to retailers at a price of Rs. 135,000 per carton. 
(iv) Five electric kettles worth Rs. 75,000 were purchased for use in the offices of factory manager and first Jine- 
supervisors of production workers, 
(v) On 5 August 2016 SA received advance of Rs. 600,000 against supply of electri i 
SA agreed to deliver the goods in September 2016. i PP y ob electric shavers to Bari Electronics, 
(vi) On 25 August 2016 SA issued discount coupons worth Rs, 45 i icipating i 
annual sales exhibition to be held in otai 2016. + AOOO to Ka customers for p articipating in grand 
Other related information is as under: 


(i) On 10 February 2016 SA purchased liquid nitrogen worth Rs. 300,000 from Mughal Chemicals (MC), a 


(ii) In April 2016 SA inadvertently charged sales tax of Rs. 58,000 instead f 85 
. . oO 


one of its registered customers, So fi A has 
$ ar, S i issi 
ahaor kaarsi ; ? has not obtained permission from the Commissioner Inland 


In July 2016 unadjusted input tax in ex 
cess of 90% 
All the above figures are exclusive of sales tax, steae 


Required: 


$m 
ade thereunder, compute the amount of sales tax 


201 nt Of sales tax to be c 
arried forward, if 
Note: Show all relevant exempti » Hany, for the tax period August 
t gus 
'ptions, exclusions and disallowances, (Q (18) 
-5 September 2016) 
rrr 
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n18 , : ‘ 
yestion-l is registered under the Sales Tax Act 1990. JA runs multiple businesses. 
rt Al GA) rion bas been extracted for the month of February 2017: 
jlowing 
Fo Rupees 
lies 
Supp Taxable goods exported to Qatar ‘ 100,000 
Taxable goods to registered asin 750,000 
Taxable goods to unregistered customers . $50,000 
es i ; 
a ili goods from registered suppliers 3,000,000 
Exempt goods from registered suppliers 70,000 
Taxable goods from unregistered suppliers 95,000 


The following further information is available: , 
(i) Taxable goods supplied to registered customers include goods amounting to Rs, 300,000 supplied to an 
associated company at a special discount of 25%. 
(ii) | Taxable goods purchased from registered suppliers include: 
o goods worth Rs. 320,000 purchased from Akram Limited who was blacklisted on 25 February 2017 
due to issuance of flying invoices. 
o goods purchased from ZA Traders amounting to Rs. 30,000, ZA Traders did not declare this amount in 
its tax return for the month of February 2017. 
o anew machine purchased for Rs. 500,000 which was commissioned into operation during February 
2017. 
o office equipment of Rs. 200,000, purchased for the warehouse. 
(ii) Goods pledged with a bank were sold by the bank in an auction for Rs. 800,000. The normal selling price 
of these goods was Rs. 1,000,000. 
(iv) Excess of input tax over output tax brought forward from January 2017 was Rs. 110,000. 
Rate of sales tax is 18%. All figures are exclusive of sales tax. 


Required: 
Under the provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales tax 
a by or refundable to JA and the amount of sales tax to be carried forward, if any, for the tax period February 
| (17) 
(Q.7. March 2017) 


689 CamScanner 


Chapter 23: Numerical Questions on Sales Tax by ICAP 


uestion-19 
Cyma Associates (CA) is registered under the Sales Tax Act, 1990, as manufacturer-cum-distributor-cum-retailer, 
Following information has been extracted from its records for the month of August 2017: 
Rupees 
Supplies 
Taxable goods to registered persons 15,000,000 
Taxable goods to unregistered persons 3,556,000 
Exports . 1,500,000 
Exempt supplies 1,700,000 
Purchases . 
Taxable goods from registered suppliers 21,400,000 
Taxable goods from unregistered suppliers pas 
Exempt goods from registered suppliers , 
pies sf ~ 1,000,000 


Fixed assets (machinery) from a registered supplier 


The following additional information is available for August 2017: 


(i) 


ii) 


(iii) 
(iv) 


(v) 
(vi) 
(vii) 


(viii) 
(ix) 


Supply of taxable goods to registered persons include the following: 
° Goods invoiced at Rs.325,000 (net of special discount of Rs.125,000) sold to a government 


official. 
° On | August 2017, CA launched ‘Halloween Tooth Brush’ which is covered under 3rd schedule. 
The retail price of the tooth brushes is Rs.100 each. However, being the first month of launching, 
it was sold at a discounted price of Rs.75 each. 4,000 tooth brushes were sold in August 2017. 
Exports include supply of taxable goods of Rs.500,000 to a retailer in Export Processing Zone. 
Exempt supplies include distribution of free samples of exempt goods among the vendors. Value of such 


goods amounted to Rs.80,000. 


Purchases from registered suppliers include: 
° material worth Rs.350,000 the payment of which was made by depositing cash directly in the 


business bank account of the supplier. 
material worth Rs.800,000 against which a discrepancy has been indicated by the CREST. 


an amount of Rs.2,000,000 paid for purchase of raw material, However, only 30% of the goods 
were supplied during August for which sales tax invoice has been issued by the supplier. 

On 1 August 2017, CA executed an agreement with Majeed Sons (MS) for sale of locally purchased goods 
worth Rs,225,000. The agreement empowers MS to obtain delivery of these goods anytime it likes. 
Supplies returned by different registered persons amounted to Rs.756,000. Proper debit and credit notes 


werc raised within the specified time, 
The auditors have proposed a provision against obsolete and expired stock of Rs.285,000 which is lying in 


CA’s warehouse since January 2016. 
Machinery purchased during the month was commissioned into operations on 3] August 2017. 


Excess of input tax over output tax in July 2017 amounted to Rs.75,000 


Except where otherwise specified, all figures are exclusive of sales tax. Rate of sales tax is 18% 


Required: 
(17) 


Compute the sales tax liability of CA for the month of August 2017 


(Q.6 September 2017) 
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ter 42: 


seston 20 es (FA) is a partnership concern and registered under the Sales Tax Act, 1990 


s 
pee Following information has been provided by FA for the month of January 201g.) MaMfacturer-cum- 


Supplies : Ru 
Taxable goods to registered customers 3,450,000 
Taxable goods to un-registered customers 1,100,000 
Consumable goods supplied on PIA’s international flight 500,000 
Export 700,000 
Purchases 

Taxable goods from registered suppliers 2,000,000 
Taxable goods from un-registered suppliers 450,000 
Exempt goods from registered suppliers 600,000 
Input tax brought forward from December 2017 265,000 

Additional information: 


() Supply of taxable goods to registered customers include the following: 
= Goods amounting to Rs. 80,000 sold to Hafiz Brothers (HB) on 31 January 2018. 
HB started business in January 2018 and had filed an a 
Rules 2006 on 30 January 2018. However, no sales tax 


pplication for registration under the Sales Tax 


registration number was issued till 31 January 
2018. 


* Goods having market value of Rs. 600,000 which were s 


upplied to Parveen Limited, an associated 
company, for Rs. 500,000. 


= An invoice erroneous] 
Rs.540,000. 
* Sale to Ghalib C 
neither invoice was issued nor any deliv 
Purchases from registered suppliers include: 
purchase of two air-conditioners amounting to Rs. 150,000 for FA’s new office. 
* @ invoice of Rs. 500,000 
sioner on 28 January 2018. 
FA destroyed certain goods w 
by 2006. Input tax on these goods was claimed in December 2017. 
") Free replacement of defective 
t) Tn. The market value of such parts was Rs. 550,000. 
t) debit note for Rs. 100,000 is 
U iey the month, FA paid Sindh Sales Tax worth Rs. 8,500 on franchise services. 
Al fe above the Sindh Sales Tax Laws, such tax is not an admissible credit. 
gures are exclusive of sale 


ery and payment was made in January 2018. 


y issued for Rs. 450,000 whereas the correct amount of the invoice was 


orporation of goods worth Rs. 225,000. The contract for sale has been signed but 


dated 22 January 2018 issued by Taqi Corporation (TC). However, TC was 
blacklisted by the Commis 
orth Rs. 45,000 after following the due process under the Sales Tax Rules, 
parts costing Rs. 400,000 relating to goods which were sold under 1-year 


sued by a customer in respect of goods retuned was duly settled. 


s tax, wherever applicable. Sales tax is payable at the rate of 18%., 
Regzired: 


e stes ena Peale by or refumda 
Note: Show al cto the month of January 2018. 
relevant €xemptions, exclusions and disallowances. 


ble to Faiz Associates along with input tax to be carried forward, if any, in 


(18) 


(Q.7. March 2018) 
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Question-21 Gini : 
Abid Khan is registered for sales tax purposes and is engaged in the manufacturing of electrical appliances jp 
Multan. His sales and purchases for the month of August 20X8 are summarized below: 


Packing materials from un-registered suppliers 


Additional information: 

(i) Supplies of taxable goods to registered customers in 
° an amount of Rs. 4,225,000 against sale of el 

business practice, he allows a discount of 10% only. , 

e goods supplied against which advance payment of Rs. 2,500,000 had been received in June 20X8, 

(ii) Taxable supplies returned by different registered customers amounted to Rs. 900,000. Proper debit and credit 

notes were raised within the specified time. 

A plant costing Rs. 2,700,000 was commissioned into operation on 15 August 20X8. The plant is being used 


(iii) 
for taxable supplies only. 
(iv) An electricity bill of Rs. 2,600,000 was paid in cash which includes sales tax amounting to Rs. 350,000. 


(v) Input tax brought forward from July 20X8 is Rs. 595,000. 
All the above figures are exclusive of sales tax, wherever applicable. Sales tax is payable at the rate of 18%. 


Required: 
Compute sales tax payable by or refundable to Abid Khan along with input tax to be carried forward/refundable, if 


any, in the sales tax return for the month of August 20X8. 
Note: Show all relevant exemptions, exclusions and disallowances. (14) 
(Q.8 September 2018) 


clude: 
ectric toasters at a trade discount of 35%. As per normal 
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estion-22 
Pow information has been extracted from the records of four registered persons for the month of F 
of February 


2019: 


Registered Persons 


Taxable supplies from registered persons 
Taxable supplies from un-registered persons 
Fixed assets (machine om registered supplier 


wt 

axable supplies to registered persons 
Exempt supplies to registered persons 
Taxable supplies to un-registered persons 
Zero rated supplies 


All the above figures are exclusive of sales tax, wherever applicable. Sales tax is payable at the rate of 18%. 


Required: In the light of the provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute the 
amount of sales tax payable by or refundable to each of the above registered persons and input tax to be carry 
forward, if any, for the tax period February 2019. (15) 


(Q.7 March 2019) 


Question-23 
MH Associates (MHA) is registered under the Sales Tax Act, 1990 as a manufacturer, distributor and retailer. 
Following information has been provided by MHA for the month of August 20X9: 


| Rupees | 
: hee 
Taxable goods to registered 7,850,000 |. 


Taxable goods to unregistered rsons 815,000 
Exempt goods to unregistered persons 800,000 


Purchases eens 
Taxable goods from registered persons 6,480,000 


Taxable goods from unregistered persons 
Additional information: 
(i) Supplies of taxable goods to registered persons include an invoice erroneously issued to Rasheed for 
Rs.270,000 whereas the correct amount of invoice was Rs. 720,000. 
ti) Supplies of taxable goods to unregistered persons include sale of Rs. 365,000 to end consumers. 
(iii) Purchases from registered suppliers of taxable goods include: 
® an amount of Rs. 1,800,000 paid for purchase of raw material. However only 40% of the goods 
were supplied during August 20X9. 
x goods worth Rs. 1,200,900 against which a discrepancy has been indicated by the CREST. 
Two machines A and B costing Rs. 900,000 and Rs. 1,200,000 respectively were acquired and 
commissioned into operation on 15 August 20X9. Machine A has been used for taxable supplies only 
w) kaea Machine B has been used for exempt supplies only. , l 
input tax amounting to Rs. 120,000 was paid on 15 March 20X9 but inadvertently it could not be claimed 
(i) P the return for March 20X9 and thereafter. = 
(vii) n electricity bill of Rs. 670,000 was paid in cash which included sales tax amounting to Rs. 95,000. 
Taxable supplies of Rs. 90,000 were returned by the registered customers during the period. Proper 
(viin oebit/credit notes were issued within the specified time. 
ales tax credit brought forward from previous month amounted to Rs. 255,000. 


Exe ; : 
aedo otherwise specified, all figures are exclusive of sales tax. Rate of sales tax is 18%. 


In the light of the 
Payable by or 


tiv) 


provisions of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales 
refundable to MHA and input tax to be carry forward, if any, for tax period August 20X9. (16) 
(Q.7 September 2019) 


3.7 a 
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ed from the records of two different persons registered 
under the 
Sa 


Question-24 
Following information has been extract 
Act, 1990 for the month of February 2020: 


Taxable supplies from registered persons 

Taxable supplies from unregistered persons 

Taxable supplies to registered persons =i 
iesto unr a a 


2,000,000 l L} 
3,800,000 eet 
2,500,000 
Note A: 


* Incase of T. i 
aha, the machinery has been used for exempt as well as zero rated suppli 
ies, 


Required: 
In the light of the provjs; 
Provisions of the § 
tax payable by or refundab e Sales Tax Act, 1990 
le to ea » 1720 and Rules mad 

the tax period February 2020, ch of the above registered persons didi Speen tae 
€ carried forward, if any, for 

(13) 


(Q.6 March 2020) 
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Question-25 
JF Associates (JFA) is registered under the Sales Tax Act, 199 
provided by JFA for the month of August 2020: » 1990 as a manufacturer. Following information has been 


[Exports to Saud Ambin___} 0a See. 
Purchases ial 


Additional information: 
(i) Supplies of taxable goods to registered persons include: 
goods worth Rs. 560,000 sold to a new customer at discount of 20%. JFA normally allows 
discount of 10% to its customers. 

o an invoice issued to Qasim erroneously for Rs. 5 

Rs. 950,000. 

(ii) Supplies of taxable goods to unregistered persons include sales of Rs. 28,500 to end consumers. 
(iii) | Exempt supplies of Rs. 50,000 were returned by the unregistered customers during the period. 


(iv) Two machines A and B costing Rs. 1,500,000 and Rs. 1,000,000 respectively were acquired and 
tion in August 2020. Machine A has been used for the manufacture of taxable 
as been used only for manufacture of export 


90,000 whereas the correct amount of invoice was 


supplies. 
(v) Input tax on an invoice of Rs. 1,200,000 was paid on 15 March 2020 but inadvertently it could not be 
claimed in the return for March 2020 and thereafter. 

Electricity bill of Rs. 859,950 was paid in cash. The bill was inclusive of sales tax of Rs. 124,950. 


t forward from previous month amounted to Rs. 425,000. 
tax. Rate of sales tax is 18%, Proper debit/credit 


(vi) 
(vii) Sales tax credit brough 
Except where otherwise specified, all figures are exclusive of sales 
notes were issued within the specified time wherever required. 


d: 
Rapea visions of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales 


ro i 
mt a i refundable to JFA and input tax to be carried forward, if any, for tax period August 2020. (18) 
tax pay (Q.7 Sep. 2020) 
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Question-26 1990 as manuf 
Hadi Associates (HA), a sole proprietor business, is registered under the Sales Tex Amo =) formation has cum 
importer and is engaged in the manufacturing and supply of consumer products. M 


extracted from HA’s records for the month of February 2021: 

ae Te 

Taxable goods to registered customers f soe 

Taxable goods to un-registered customers ee 
Exports of taxable goods to Saudi Arabia | 1,500,000 | A 
=. .. .... te 

Taxable goods from registered suppliers 1,890,000 

Taxable goods from un-registered suppliers 1,000,000 

445,000 


Packing material from un-registered suppliers 


Additional information: 


(i) Supplies of taxable goods to registered customers include: 
° Goods worth Rs, 225,000 (net of special discount of Rs. 75,000). These goods were sold to an 
associated undertaking. The special discount was not reflected on the invoice. 
o Goods worth Rs. 120,000 supplied to a customer in Multan. HA had received full payment against 
the goods in November 2020. 


(ii) Supplies of taxable goods to unregistered customers include sales of Rs. 130,000 to end consumers. 
(iii) Purchases from registered suppliers include: . 
. Goods worth Rs. 100,000 purchased from Haq Enterprises on 5 February 2021. On 
20 February 2021, Haq Enterprises informed HA that with effect from 1 February 2021, its 
registration has been suspended by the Commissioner Inland Revenue, 
a Goods worth Rs. 85,000 purchased in cash. 
o Goods worth Rs. 50,000 purchased from AB Traders, The supplier did not declare the sale of these 
goods in its tax return for the month of February 2021, 
(iv).  Taxabl i i ; 
) ee worth Rs. 150,000 were used in the business meeting held for the promotion of HA's 


(v) A machine costing Rs.2,500,000 was acquired and commissioned into operation in 


(vi) Electricity bill of Rs, 90 000 for the monti 
> 20, h of Septemb id i 
de bi x of Rs, 13,000 has still inadvertently rien’ carl DES Oscar 2020, However, rotated 
ii c i : 3 
a = ae Ee to make a prov..ion of 50% against obsolete and expired k of 
AERA SOTA are lying in warehouse since July 2017, In ut i R se 
y 2017, put tax relating to this stock was claimed 


(viii) Sales tax credit of Rs. 4] 5,000 has been brought forward 


All the above figures are exclusive of sales tax, from previous tax Period. 


of 18%, except where it is specified otherwi , 
t: vise, Sales tax is payable at the rate 
In the light of the provisi i 
Hk A pi ons of the Sales Tax Act, 1990 and Rules made thereunde 
r 


le by or refundable to H i 
A and input tax to be carried forward, if any, for the Rese hana ar 
> Period February 2021, (16) 


(Q.6 March 2021) 
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tjon-2 À 
, Associates (MA) is registered under the Sales Tax Act, 1990. MA is engaged in the business of 
ufacturing and supplying of various consumer goods. Following information is available from MA’s records for 
m ugust 2021: 


the month of A Š 

aE a Rupees 

peaa goods from registered persons 4,960,000 
Taxable goods from unregistered persons 1,400,000 
Exempt goods from unregistered persons 520,000 


eal 
TT LT aE 


Additional information: 
(i) Taxable goods from registered persons include: 


‘ materials worth Rs, 296,000, which were exclusively used for manufacturing exempt supplies. 

a materials worth Rs, 675,000, which were exclusively used for manufacturing export related goods. 
‘ goods worth Rs. 150,000 which were purchased in cash from a supplier. 

n 


500 kg of tea purchased at a cost of Rs, 360,000 in one kg packing, covered under Third Schedule, 
Retail price of tea per kg is Rs. 900. By end of August 2021, 300 kg were supplied to an 
unregistered wholesaler at a price of Rs, 790 per kg. 


(i) Taxable goods supplied to unregistered persons include goods worth Rs. 320,000 which were sold to a 
distributor who did not provide his CNIC or NTN details. These goods were purchased from a registered 


Supplier for Rs. 275,000 during August 2021 and this figure is included in taxable goods purchased from 
registered persons, i 


(iil) Following fixed assets were purchased during the month of August 2021: 


Purchase cost (Rs) 


Maima | 2,000,000 To ensure quality standards of packing for 
exports 
3,000,000 To manufacture taxable (local) as well as 
exempt (local) goods 


Furniture and fitting 1000000 [To use inoffico premies | 


Re aki bil of Rs. 959,450 was paid in cash. The bill was inclusive of sales tax of 
(¥) Wisin? 
(vi) fit tax credit brought forward from last month amounted to Rs. 1,137,580. 

SN ah Rs. 186,000 pertaining to purchase made on | February 202] was inadvertently remain 
All the a 


of 18% ve figures are exclusive of sales tax, except where it is specified otherwise. Sales tax is payable at the rate 
negulre: 
A the light a 
payable by ee of the Sales Tax Act, 1990 and Rules made thereunder, compute the amount of sales 
Show att nimiro ndable to MA and input tax to be carried forward, if any, for the tax period August 2021, 
exemptions, exclusions and disallowances) 


(17) 
(Q.7 September 2021) 
570 
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a è 


eee (KT) is registered under the Sales Tax Act, 1990. KT is engaged in 
i Tra 

manufacturing and supply of paper 
the month of February 2022: 


Purchases 
p goods from registered persons (20% of these goods Were 
returned to suppliers 


Taxable goods from unregistered persons 
nt goods from registered persons 
Electrical and sanitary fittings (60% used in factory building and 
40% used in office building 


eee 
Ee ee 
Rt A (wissen 


Taxable goods to registered persons (10% of these 
returned by the customers i te 


Electricity bill paid in Febru i 


related to the factory building whi 
All the above figu 
at the rate of 18%, » except where it is specified otherwi 
Required; 


In the light of the Provisions o 


Of sales tax payable b the Sales Tax Act, 1999 
Feb Y Or refundable t ‘ and Rules made th 
ebruary 2022. (Show all relevant “se Bos a = to b ereund 
, usions an 


z : €r, compute the amount 
arried forward, if any, for the tax period 
d disallo wances) (08) 


(Q.5(b) March 2022) 
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tion-29 


: i i istered under the Sales Tax A 1 i > 

id Enterprise (ZE) is regi ile ct, 1990. ZE is engaged in the busi 
Za ficturing garments. Usman who recently joined ZE as an officer, has prepared the ‘followin 
computation of ZE’s sales tax e 


liability for the month of June 2022: 


Description pom Sales Tax 

Input Tax: Rs. in million 

Purchases from registered persons 140 25.20 

Purchases dated 21 December 2021 inadvertently not claimed in December 2021 

retum ; 10 1.80 

Gas bill paid in cash Si 2 0.36 

Electricity bill of rented premises showing particulars of landlord 3 0.54 

Debit note dated 20 June 2022 issued to a supplier for taxable supply against 

invoice dated 31 March 2022 6 1.08 

Payment on 3 June 2022 against sales tax invoice dated 5 April 2022 70 12.60 

Payment of provincial sales tax @ 13% against transporter’s invoice dated 17 

June 2022 for supplying goods to export processing zone 8 1.04 

Advance paid to a supplier at the time of placing an order for customized goods, 

The goods will be delivered in October 2022 12 2.16 

Purchase of plant and machinery 20 3.60 
48.38 

Output Tax; 


Sales of taxable goods to registered persons Note 1 
Sales of taxable goods to unregistered persons Note 2 
Credit note dated 15 June 2022 issued to a custo 
invoice dated 1 December 2021 Note 3 

Garments withdrawn by owner during June 2022 


mer for taxable supply against 


| 39.06 

Sales tax refundable 9.32 

Note1: it includes goods of Rs. 50 million supplied to the export processing zone for further 
manufacturing. . 

Note2; 20% of these customers are end users. 

Note 3: Assume that the collector has not extended the time period for the issuance of debit or credit 
note(s). 

All the above fi 


th gures appeared in taxable amount column are exclusive of sales tax. Sales tax is payable at 
erate of 18% except where it is specified otherwise. 
Required; 


In the light of the provisions of the Sales Tax Act, 1990 and Rules made thereunder: 

(a) prepare ZE*s corrected computation of sales tax liability for the month of June 2022. (15) 

(b) State the reason(s) for ignoring the transaction, if any, while computing ZE’s corrected sales tax 
liability in part (a) above. (04) 


(Q. 7 September 2022) 


S7 
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CROSS REFERENCING OF ADJUSTMENTS OF NUMERICALS 


Adjustment 


2nd last bullet 


. 7 (1) Last two lines 


S 


Zis 
2 
< 


No. (v) Input on electricity bill is allowed as iti 
allowed. 
No, (ii) Last line 


No. (iv) 
No. (i) 

No. (iv) 
No. (ii) 
No. (iii) 


No. (v) 
No. (i 
No. (ii) 


Sec 7 (1) Last two lines 
It is a cash discount which is always ignored. Only trade discount is allowed if 
certain conditions are met. 
Sec 2 (44) Definition of time of supply. 

Sec 2 (33) As bank is selling on our behalf so it is taxable as normal sale. 
Sec 2 (46) (ii) Definition of value of supply. 

Sec 7 (1) Last two lines 
No. (iii) Sec 7 (2) As he is not holding invoice he cannot record input. 
No. (iv Sec 8B (1 


Sec 8 (1) (caa) Input not allowed 
No. (i) Second bullet Rule 12 (a) (v) Input not allowed 
No. (i) Third bullet Sec 8 (1 Input not allowed 
No. (ii) As per Sec 8 (1) (i) input on Electronic cash register is allowed. Father it will 
be classified as fixed asset. 
Input on electricity bill is allowed as it is not mentioned in S.8 that it is not 
allowed, 
As per 5.2 (33) “definition of Supply” business use of goods produced is 
supply. Own manufactured Equipment is used for internal testing so it is a 
upply. 
Free replacement is not taxable as it is a sale re j i 
t 
PE e urn and sale at same time so it 
a er S. 8 (1)(i) input is not allowed on furniture 
s per S.8 (1 i j s - 
3 sate Ai et input is not allowed on personal consumption. As purchases 
hargining partner own house so Input is not allowed it i 
not included in purchase. So it has no impact on numeri owed. Further it is 
= D erical. 
As per Sec 2 (46) (iii) Sales are chargeable at a price excludi 
uding markup. So no 


tax will be charged at mark igt 
T B arkup. As markup is included in figure so it will be 


12 


No, (iii 
No. (iv 
No. (i) 
No. (ii 


> 


No. (iii) 


(33) definition of i 
m supply putting the goods to business, non 


business or pri i i 
r private use is a supply, So distribution of free sample fall under 


definition of sup pl 


è 


edule are ch 
erefore Rs. 100 is irrelevant, Tax wi ee at 


retail price as per S. 3(2)(a). 
charged at retail wedi ce Rs. PA i 


F aa aes 
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ICAP PAST PAPER SOLUTIONS 


Answer-l Star Enterprises 
Computation of Sales Tax Payable / Refundable 
For the tax period June 
.000,000-+5,000,000) x 18% 1 
ouput tax (1.000 5,000,000) x18% 1.080 GON 
Less: Input tax (lower of) 702.006 
. Actual input tax iji Aeon 20 = 
_ 90% of output (1,080,000 x 90%) 972,000 (762,000) 
378,090 
Add: Further tax @4% of sale to un-registered (5,000,000 x 4%) 2 00,000 
Payable PER TA d 
Refundable against exports 292.500 
Calculation of input tax i ” 
Local purchases from registered persons (6,500,000 x 18%) A 70,000 
Less: Purchase return (650,000 x 18%) __ (117,000) | 
1.053.000 
Apportionment of input tax 
Turnover Common Input 
Taxable local supplies (1,000,000+5,000,000) 6,000,000 792,000 
Exempt supplies 500,000 $8,500 
Zero rated supplies 2,500,000 292,500 
9,000,000 1,053,000 
nswer-2 
M/S Rainbow Enterprises (Private) Ltd 
Computation of Sales Tax Payable / Refundable 
For the tax period July 2005 
Output tax (6,500,000 x 18%) 1,170,000 
Less: Input tax (lower of) 
- Actual input tax 434,571 
~ 90% of output (1,170,000 x 90%) 1,053,000 (434,571) 
735,429 
— tax @4% of sale to un-registered (1,500,000 x 4%) 60,000 
795,429 
Refundable against exports 200,572 
Calculation of input tax 
Local ; 
s: an from registered persons (4,000,000 x 18%) 720,000 
in respect of purchase ret. (100,000 x 18%) (18,000) 
702,000 


Appo jonment f input ta 


Taxable local su 


Xempt re a (5,000,000+1 ,500,000) 


rated supplies 


574 


Common !nput 


434,571 
66,857 


200,572 


702,000 
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Calculation of taxable sales 1,500,000 
Sales to Un-registered person 5,000,000 
: ‘inset ees 
l er than is 6,500,000 
nswer-3 
Mr. Adam 
Computation of Sales Tax Payable / Refundable 
the tax period February 2007 
cise: - Rs. in “000” 
_ 6,210 
Output tax (34,500 x 18%) ’ 
Less: Actual Input tax Hee 
Add; Further tax @4% of sale to un-registered (5,000 x 4%) „a a 
Payable 3,453 
Add: 
Arrears 500 
Surcharge 70 
Penalty See N 
Total tax payable 4953, 
Refundable against exports 4,286 
90% restriction is not applicable as zero rated supplies are more than 50% of all taxable supplies. 
Calculation of input tax 
Local purchases from registered persons (45,000 x 18%) 8,100 
ionment of 
: Turnover Common Input 
Taxable local supplies 34,500 2,957 
Exempt supplies 10,000 857 
Zero rated supplies 50,000 4.286 
94,500 8,100 
Calculation of taxable sales 
Sales to un-registered person 
n-regist 5,000 
30,000 
Less: Credit note for sale return 35,000 
500 
34,500 
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Answer-d Mr. Azad 
Computation of Sales Tax Payable / Refundable 
For the tax period February 2009 
ut tax 1,080,000 
ie Input tax (lower of) 
- Actual input tax 993,600 
_ 90% of output (1,080,000 x 90%) 972,000 972,000 
fi Eas 108,000 
Less: Input tax on fixed asse (183,600) 
input tax to be carried forward (993,600-972,000) 21,600 
Apportionment of common input tax 
Turnover Other than Machine 
Machine input input 
Taxable local supplies 6,000,000 993,600 183,600 
Exempt supplies 4,000,000 662,400 122,400 
10,000,000 1,656,000 306,000 
nswer-5 
Mr. Asif 
Computation of Sales Tax Payable / Refundable 
For the tax period August 2009 
Output tax (8,000,000 x 18%) 1,440,000 
Less: Actual Input tax (548,571) 
891,429 
it Further tax @4% of sale to un-registered (3,000,000 x 4%) 120,000 
ayable 1,011,429 
pafendsble against exports 754,286 
% restriction is not applicable as zero rated supplies are more than 50% of all taxable supplies. 
Local purchases from registered persons (8,000,000 x 18%) 1,440,000 
tofi x 
Taxab! : Turnover Common Input 
Taa UPPlies (5,000,000 + 3,000,000) 8,000,000 548,571 
Sime we 2,000,000 137,143 
uPplies 11,000,000 754,286 


21,090.000 1,440,000 
m a a ee 
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Answer-6 
: -Maroof Engineering Limited (MEL) 
Computation of Sales Tax Payable / Refundable 
For the tax period February 2011 
Output tax (12,515,000 x 18%) 


Less: Input tax (lower of) 
- Actual input tax ; 
Add: b/f input (given) 


- 90% of output (2,252,700 x 90%) 
Less: Input tax on fixed assets 


Add: Further tax @4% of sale to un-registered (3,000,000 x 4%) 
Payable 


Refundable against exports 
b) No input tax is to be carried forward 


(1,029,411 + 176,218) 


(W-1) Calculation of common input tax 


Local purchases from registered persons 
Less: Purchases wrongly included 


Electricity bill (20,000 x 18%) 


(W-2) Apportionment of input tax 


Taxable local supplies 
Exempt supplies 
Zero rated supplies 


CV-2.1) Apportionment of input tax on machinery 


achinery (2,400,000x18%) 


Taxable local supplies 
Exempt supplies 
Zero rated supplies 


(W-3) Calculation of taxable sales 
Sale jo un-registered person 


Taxable supplies 


Parts provided to CEO 


Ons 


Less: Sale return 


577 


24,515,000 


1,288,307 
50,000 


1,338,307 


2,027,430 


15,000,000 


(1,000,000) 
14,000,000 


Turmover 
12,515,000 
2,000,000 


10,000,000 
24,515,000 


Turnover 
12,515,000 
2,000,000 
10,000,000 


2,252,700 


(1,338,307) 
914,393 
(220,538) 
693,855 
120,000 
813,855 


1,205,629 


2,520,000 
3,600 
2,523,600 


Common Input 


1,288,307 

205,882 
1,029,411 
2,523,600 


432,000 
Common Input 
220,538 
35,244 


176,218 


432,000 


—_—_—_——_—_—_—_—_— 


3,000,000 


10,000,000 
15,000 
13,015,000 


(500,000) 


12,515,000 
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'er-1 
Answer Mr. Agha 
‘Computation of Sales Tax Payable / Refundable 


For the tax period August 2011 


Calculation of tax liability 


sgh tt (35,700,250 x 18%) tatie 
Less: Input tax (lower of) 
-Actual input tax 5,203,882 
Add: b/f input (given) 610,000 
5,813,882 
_ 90% of output (6,426,045 x 90%) 5,783,441 (5,783,441) 
642,604 
Add: Further tax @4% of sale to un-registered (1,700,250 x 4%) 68,010 
Payable 710,614 
Add: Penalty 10,000 
Total payable 920,614 
Refundable against exports 3,717,033 
Input tax to be carried forward (5,813,882-5,783,441) 30,441 


Calculation of input tax 
Local purchases from registered persons (53,800,000 x 18%) 


9,684,000 
9,684,000 
Note: Liability outstanding till January 2011 should have been adjusted in July 2011, so it is ignored for the 
month of August 2012, 
Apportionment of input tax 
. Turnover Common Input 
Taxable local supplies 35,700,250 5,203,882 
Exempt supplies 5,235,000 763,085 
Zero rated supplies 25,500,000 3,717,033 


___ 66,435,250 9,684,000 

Calculation of taxable sales 
ES$ to un-regj 

klk than untested per 33500000 

Less: Sale return aon 


35,700,250 


San 


689 CamScanner 


7 


Chapter 23: Numerical Questions on Sales Tax by ICAP ` 
Á 


Answer-8 Mr. Folad 


Computation of Sales Tax Payable / Refundable 
For the tax period February 2012 


13,593,600 
Output tax (75,520,000 x 18%) 
Less: Input tax (lower of) 10,131,254 
- Actual input tax (W-3) 910,500 
Add; b/f input (given) 71,041,754 
12,234,240 11,041,754 
- 90% of output (13,593,600 x 90%) ea aa) 
1,849,050 
Less: Input tax paid on fixed assets 702,196 
Add: Further tax @4% of sale to un-registered (9,850,000 x 4%) ___394,000_ 
1,096,796 
Tax Payable , 9 170 
Input tax refundable against exports (1,703,746 + 310,950) 2,014,696 
(W-1) Calculation of input tax 
Common input 
Local purchases from registered persons (70,250,000 x 18%) z 12,645,000 
Less: Purchase return (4,500,000 x 18%) (810,000) 
11,835,000 
Input tax on fixed assets (12,000,000 x 18%) 2,160,000 


Note: Liability outstanding till July 2011 should have been adjusted in January 2012, so it is ignored for the 
month of February 2012. 


(W-2) Apportionment of input tax 
Purchases of goods 


. Turnover Common Input 
Taxable local supplies 75,520,000 10, 131 1254 
scenes 12,700,000 1,703,746 
88,220,000 11,835,000 
Purchases of fixed asset 
Taxable local supplies Tomower Common Input 
Zero rated ,520,000 1,849,050 
12,700,000 310,950 
88,220,000 2,160,000 
a A a 


(W-3) Calculation of taxable sales 


Sales to un-repistered perso 
es to other than un-registered persons 9,850,000 
72,870,000 
82,720,000 


(7,200,000) 


75,520,000 


Less: Sale return 
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chapler 93: Numerical Questions on Sales Tax by ICAP 
j i 


Zainab 
Answer9 Computation of Sales Tax Payable / Refundable 


For the tax period August 2012 
Calculation of tax liability 
D eee x (1,010,000 x 18%) 


yai Input tax 
- Actual input tax 84,114 
b/f input 262,500 


Refundable against zero-rated 


90% restriction is not applicable as zero rated supplies are more than 50% of all taxable supplies, 


Calculation of input tax 


mmon in 
Purchase of raw material (6,000,000 x 18%) 
Less: Purchase return (150,000 x 18%) 
Add: Invoice omitted (100,000 x 18%) 


Apportionment of input tax 


181,800 


346,614 
164,814 


F 


541,330 


1,080,000 
(27,000) 
18,000 
1,071,000 


Turnover Common Input 

Taxable local supplies 1,010,000 84,114 
Zero-rated (2,550,000 + 3,950,000) 6,500,000 541,330 
Exempt 5,350,000 445,556 
12,860,000 1,071,000 
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' ICAP 
Chapter 23; Numerical Questions on Sales Tax by 


Answer-10 Computation of Sales Ta 


For the tax period February 2013 


Calculation of tax liability 


Output tax (29,110,000 x 18%) 
Less; Input tax (lower of) 
- Actual input tax 
b/f input 


- 90% of output (5,239,800 x 90%) 


Less: Input on fixed assets 


Add: Further tax @4% of sale to un-registered 
Payable 


Input to be carried forward 
Refundable against zero-rated 


Calculation of input tax 
Common input 


Purchase 
Purchase of 60,000 in Uncles name 


Input on fixed assets 


Fixed assets 
Apportionment of input tax 


Taxable local supplies 
Zero-rated (1,250,000 + 15,000,000) 


Calculation of taxable sales 
Sales to u registered perso 


n-registe rsons 
S to other t n un-registered persons 


Less: Sale return 


3 
x Payable / Refundable 
5,239,800 
4,677,238 
410,000 5,087,238 
4,715,820 4,715,899 
523,989 
346,548 
177,432 
(3,550,000 x 4%) 142,000 
———142,000_ 
319,432 
es 
(5,087,238 — 4,715,820) 371,418 
(2,610,962 + 193,452) 2,804,414 
(40,550,000 - 60,000) x 18% 7,288,200 
(3,000,000 x 18%) 540,000 
Common 
Turnover Input Fixed assets 
29,110,000 4,677,238 346,548 
— $250.00 2,610,962 193,452 
»360,000 7,288,200 540,000 
3,550,000 
26,860,000 
30,410,000 
1,300,000 
29,1 10,000 
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Chapter 73; Numerical Questions on Sales Tax by ICAP 


i Mr. Faizan 
Answer” Computation of Sales Tax Payable / Refundable 
For the tax period August 2013 
jabilit 
culation of tax lia 
Output tax (22,405,500 x 18%) 4,032,999 
Less: Input tax (lower of) 
- Actual input tax 3,833,438 
Add : b/f input 850.280 4,683,718 
- 90% of output (4,032,990 x 90%) 3,629,691 (3,629,69 1) 
R 403,299 
Add: Further tax @4% of sale to un-registered (3,990,000 x 4%) 159,600 
m i — 
562,899 
Add: Penalty 10,000 
Payable 572,899 
Refundable against exports 1,026,562 
Input tax to be carried forward (4,683,718 — 3,629,691) 1,054,027 
Calculation of input tax 
Local purchases from registered persons (27,000,000 x 18 %) 4,860,000 
Apportionment of input tax Turnover Common 
Input 
Taxable local supplies 22,405,500 3,833,438 
Zero rated supplies 6,000,000 1,026,562 


Un-registered perso 


t s 3,990,000 
Sesto other than un-registered persons 


- Soori 15,200,000 
~ Friend (4,000,000 - 5% x 4,000,000) 3,800,000 

33,000 
Less: Sale retum 23,023,000 


(617,500) 


22,405,500 
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ICAP 
Chapter 23: Numerical Questions on Sales Tax by 


a ay ble / Refundable 


meyer da Computation of Sales Tax Paya 2014 
For the tax period February 2,664 009 
Output tax (14,800,000 x 18%) l 
Less: Input tax (lower of) 2,266,250 
- Actual input tax 1,200,000 3,466,250 
b/f input — 397,600 (2.397 
- 90% of output (2,664,000 x 90%) | Kee 
Add: Further tax @4% of sale to un-registered (4,000,000 x 4%) en 
— 0400 
Input tax to be carried forward (3,466,250 - 2,397,600) 1,068,659 
Refundable against exports 1,684,375 
Calculation of input tax 
Common input 
Purchase (23,000,000 x 18%) 4,140,000 
Invoice of November (1,500,000 x 18%) 270,000 
4,410,000 
Apportionment of input tax 
Turmover Common 
Taxable local supplies ee Input 
Zero-rated 14,800,000 2,266,250 
Exempt 11,000,000 1,684,375 
3,000,000 459,375 
28,800,000 4,410,000 
Sale ition of taxable sales a ne S 
ales to un- ns 
sto. other than un-regis 4,000,000 
12,000,000 
Less: pe Ss a 
ss: Sale return 16,000,000 
1,200,000 


14,800,000 
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Chapter 93: Numerical Questions on Sales Tax by ICAP 


Answer-13 


Mr. Ali trading company 


Computation of Sales Tax Payable / Refundable 


For the tax period August 2014 


calculation of tax liabili 


tax 

oe it tax (lower of) 
- Actual input tax 
Add : b/f input 


- 90% of output 


Refundable against exports 
Input tax to be carried forward 


Calculation of input tax 
Local purchases from registered persons 


Apportionment of input tax 


Taxable local supplies 
Zero rated supplies 
Exempt supplies 


istered s 
Supplies to wholesalers 
Supplies to distributors 
Supplies to registered retailers 
pledged with bank 
Advance from Imran Associates 


Less: Sale return 


` Settlement discount has no effect, only trade discount is considered while calculating tax liability 


(29,694,980 x 18%) 


5,060,893 
—854.700 


(5,345,096 x 90%) 


(5,915,593 - 4,810,586) 


(50,982,000 x 18%) 


5,915,593 


4,810,586 


Turnover 


29,694,980 
18,650,000 
5,500,000 


53,844,980 


5,345,096 


(4,810,586) 


534,510 


3,178,506 
1,105,007 


9,176,760 


Common 
Input 
5,060,893 
3,178,506 
937,361 
9,176,760 


15,000,000 
10,254,980 
980,000 


29,694,980 


689 CamScanner 


Answer-14 


x by ICAP _ 
Chapter 23: Numerical Questions on Sales Tax 0Y = 


Mr. Bashir 


Sales tax Liability 


for the month of February 


Calculation of tax liabilit 
ton of tax liability 
Ou 


tput tax 
Less: Input tax (lower of) 
- Actual input tax 
b/f input 


- 90% of output (5,144,400 x 90%) 


Less: Input on fixed assets 


Add: Further tax @4% of sale to un-registered 
Payable 
Refundable against zero-rated 


Calculation of in ut tax 
Common input 

Purchase from registered person 
Add: Tax on January purchases 


Input on fixed assets 
Fixed assets 


(28,580,000 x 18%) 


3,490,557 


410,000 3,900,557 


5 ` l 44,409 


4,629,960 (3,999 
aye 


(2,500,000 x 4%) 


(244,266 + 27,732) 


(21,710,000 x 18%) 


(2,500,000 x 18%) 


1. Input cannot be claimed in adjustment (iii) as invoice js not received, 


; Apportionment of input tax 


Taxable local Supplies 
Zero-rated 
Exempt 


Calculation of taxable Sales 
Sales to un-registered persons 


ales to other than un-registered n 


Turnover Common Input 
28,580,000 3,490,557 
2,000,000 244,266 
1,874,000 228,877 
32,454,000 3,963,700 
— ci i R 


(25,980,005 300,000 + (300,000/75x 100)] 


(396,284) 
MIS 
100,000 
9 
559° 


271,998 


3,907,800 
3 rae 
3 EJ 


450,000 


Fixed assets 
396,284 
27,732 
25,984 
450,000 


2,500,000 
26,080,000 


28,580,000 
— 
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Fg Numel Ibal Wrote vi Iwo AGA vy ILAP 


Rahbar 
Computation of Sates Tax Pa: able / Refundable 
For the tax period August 
i liabili 
calculator of 00375, 000 x 18%) Jij be 
u ’ } 
gr Input tax (lower of) "a 
- Actual input tax 3,301,500 
9, 
-90% of output (3,667,500 x 90%) 3,300,750 3,300,750 
366,750 
ced assets 
Less: input on fixe (37,958) 
Tax Payable to Government — 228,792 
Carry forward input tax (3,301,500 - 3,300,750) 750 
Calculation of Input tax 
Input other than fixed asset 
Purchases 25,800,000 
Less: Purchases in which discrepancy identified by crest . (1,600,000) 
Less: Purchases from AB enterprise (2,000,000) 
Less: Purchases for renovation of factory building (500,000+900,000) (1400,000) 
20,800,000 
Tax on above @18% 3,744,000 
Add: Tax on electricity bill 170,000 
3,914,000 
Input on fixed asset 
Fixed asset (250,000 x 18%) 45,000 
Abportionment of input tax 
Turnover Common Fixed assets 
Input 
Taxable local supplies 20,375,000 3,301,500 37,958 
Exempt 3,780,000 612,500 7,042 
leu ation of taxable sales 
Er than un-register rso 
one Supplies HU- registered : 20 eae 
S Of goods m f; i ii 375,000, 
anulactured-(Refer definition of supply) 30,375,000 


Free replacements are not taxable, hence ignored. 
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Chapter 23: Numerical Questions on Sales Tax by ICAP 
ee | 


=— Mulaqat Associates 
Computation of Sales Tax Payable / Refundable 
For the tax period February 

r iit Rs. 
E (2,045,000 x 18%) 368,100 
Less: Input tax (lower of) aiw 

- Actual input tax ’ 

: b/f input (245,000 - 120,000) 125,000 

Add: b/f inpu ait . 

- 90% ofoutput (368,100 x 90%) F 331,290 (274,181) 
Tax Payable to Government 93,919 
Refundable against zero rated supplies 58,359 


Calculation of Input tax 
Taxable purchase from registered As per question (918,000 — 45,000) x 18% 


157,140 
Furniture purchases not qualifying for tax credit being used in office (i) 
Purchase of cement bags (Personal use) 


Import of raw material As per question (280,000 x 18%) 50,400 
Add: Advance for packing material from Nomi (iii) 


207,540" 
Apportionment of input tax 


Common 
Taxable local supplies Turnover Input 
Zero rated supplies 2,045,000 149,181 
800,000 58,359 
—— ee 
2,845,000 207,540 
Calculation of taxable Sales 
As per question ; 
Add: Taxable sales to un-reg. (to cottage indus eee 
Add: Sale to Bali Traders taxable bee ake aia w 7 consumer i.e, educational institute) 375,000 
Add: Sale of goods on mark-up (52,000/ 290,000 
Add: Free samples distribution 000/104 x 100) 50,000 
oer ae of debit note (Increase in sale price) 65,000 
Items falling under third schedule taxable at retail pri 35,000 
tail price (4,000 x 160) , 
? 640,000 
2,045,000 
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Chapter 23; Numerical Questions on Sales Tax by ICAP 


Answer)? Samaaj Associates 
Computation of Sales Tax Payable / Refundable 
For the tax period August 2016 
iabili 
Calculation of tax liability Rs. 
Output tax (5,080,000 x 18%) 914,400 
Less: Input tax (lower of) 
-Actual input tax l 503,760 
Add: b/f input (given) 10,000 
513,760 
- 90% of output (914,400 x 90%) 822,960 (513,760) 
i 400,640 
Add: Further tax @4% of sale to un-registered (875,000 x 4%) 35,000 
Total payable 435,640 
Calculation of common input tax 
Local purchases from registered persons (930,000 — 80,000) x 18% 153,000 
Purchase of 80,000 (not allowed) é 
Packing Material (including 150,000) (510,000 x 18%) 91,800 
Imports (472,000 x 18%) 84,960 
Sales tax paid on Utilities . (70,000 + 45,000 + 68,000) 183,000 
Purchase of electric kettles for Rs. 75,000 ete 
Purchase of high quality cables (250,000 x 18%) 45,000 
Less: Credit disallowed due to not making payment within 180 days (300,000 x 18%) (54,000) 
š 503,760 
culation of taxable sal 
© un-registered perso 875,000 
an un-registered 
registered persons 3,100,000 
Sales to exporter 625,000 
an of sulphuric acid (110,000 x 3) 330,000 
dvance against supply z 
crease in Value of Suppl 00 — 58,000) / 18) x 100 150,000 
mad ((85,000 — 58,000) / 18) x ) 
upon ede S 
5,080,000 
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by ICAP 
, : on Sales Tax 
Chapter 23: Numerical Questions 
- ir Ali 
Answer-18 Mr. Jahangir A bie / Refundable 
Computation of Sales Tax Paya 2017 
For the tax period February Rs, il 
Calculation of tax liabilit (2,400,000 x 18%) 432,000 
Output tax ‘ 
Less: Input tax (lower of) 336,960 
- Actual input tax , 110,000 
Add: b/f input (given) 446,960 
388,800 — (388 800) 
% ? ’ 
- 90% of output (432,000 x 90%) =a 
(86,400) 
Less: Input tax on Fixed Assets (43,200) 
Sales tax to carried forward — 
i 50,000 x 4%) 22,000 
Add; Further tax @4% of sale to un-registered (550,000 x — 0 
Sales tax payable S a a 
Refundable against exports (14,040 + 3,600) 17,640 
Input tax to be carried forward (446,960 — 388,800) 58,160 
(W-1) Calculation of common input tax 
: Other than Fixed Assets 
Local purchases from reg. person (3,000,000 — 320,000 — 30,000 — 500,000 — 200,000)x18% 351,000 
Purchases from Akram of Rs.320,000 ~ Blacklisted (Inadmissible) - 
Purchases from ZA Traders who did not declare his supply of Rs.30,000 (Inadmissible) - 
Office equipments for warehouse of Rs.200,000 (Inadmissible) - 
Exempt goods from registered suppliers of Rs. 70,000 (Inadmissible) - 
Taxable goods from un-registered suppliers of Rs. 95,000 (Inadmissible) - 
351 ,000 
ixed ; (500,000 x 18%) 90,000 
(W-2) Apportionment of input tax 
Turnover Common Input Fixed Assets 
Taxable local suppli 3 =p 
a = oea ee 2,400,000 336,960 86,400 
ed supplies 100,000 14.040 3.600 
2,500,000 351,000 90,000 
Le 
(W-3) Calculation of taxable sales 
ales to un-registere S 
ales to other than un-regi er n 550,000 
registered persons 
Effect of Sales to associate 300,000 / 7 Li wish 
Good pledged sold by bank 0000077925) 100,000 
1,000,000 
2,400,000. 
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a 
Answer-12 Cyma Associates 


Computation of Sales Tax Payable / Refundable 
For the tax period August 2017 


ion of tax liabili 
alculat (18,750,000 x 18%) Re. 


t tax 
paar tax (lower of) “eran 
- Actual input tax > 2,965,909 
Add: b/f input "75,000 
3,040,909 
- 90% of output (3,375,000 x 90%) 3,037,500 
fixed assets 337,500 
Less: Input tax on fixed a 157,343 
Add: Further tax @ 4% of sales to un-registered (3,556,000 x 4%) peal 
Tax Payable to Government ~ 322,397 
——— 
Sales Tax to be carried forward (3,040,909 — 3,037,500) 3.409 
Refundable against zero rated supplies (158,182 + 8,392) 166,574 


Calculation of Input tax 


Input tax other than fixed assets 
Taxable goods from registered suppliers 3,393,000 


(21,400,000 — 350,000 — 800,000 — 1,400,000) x 18% 
Purchase of material of Rs. 350,000 by not making payment through cheque (inadmissible) - 
Purchase of material of Rs. 800,000 for which discrepancy indicated by CREST(inadmissible) - 
Purchase of Rs. 1,400,000 (2,000,000 x 70%) for which invoice not held (inadmissible) - 
Taxable goods of 1,800,000 from un-registered suppliers — inadmissible - 
Exempt goods of 400,000 from registered suppliers — inadmissible s 
3,393,000 


Input tax on fixed assets , (1,000,000 x 18%) 180,000 
Apportionment of input tax 


Common 
Turnover Input Fixed Asset 
Taxable local supplies 18,750,000 2,965,909 157,343 . 
Export supplies (1,500,000 — 500,000) 1,000,000 158,182 8,392 
Exempt supplies — no effect of free samples (iii) 1,700,000 268,909 14.265 
21,450,000. _ 3,393,000, 180,000 
Taxable sales ——— , 
ales to un-register ns 
awe goods to un-registered persons 3,556,000 
S è < * red 
Taxable goods to registered persons (15,000,000 — 325,000 + 450,000 - 7- x 15,225,000 
Sale to retailers i , . 4,000 + 100 x 4,000) 
sn processing Zone Gi) 
iii 15,950,000 
19,506,000 
Less: Sales Retum (756,000) 
18,750,000 
iii Provision for obsolete stock made in accounting books does not fall under the definition of supply,.so 
adjustment (vii) is ignored, 
$90 
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i 0S Lane 
Chapter 23: Numerical Questions On Sal 


- Faiz Associates 
| Computation of Sales Tax Payable / Refundable 
jiii For the tax period January 2018 


Calculation of tax liability (4,415 x 18%) al 


Output tax 


Less: Input tax (lower of) = 
- Actual input tax 265 
Add: b/f input 450. 
- 90% of output (795 x 90%) ms ——450) 
34 
Add: Further tax @ 4% of sales to un-registered Lee an 
Tax Payable to Government __ wp 
eee 
Refundable against zero rated supplies 50 
Calculation of Input tax 
Taxable goods from registered suppliers 2,000 - 150 - 9 
Taxable goods from a cvs meraka er = 
a Aco = registered suppliers Inadmissible i 
~ 
Sales tax on franchise service Se ra (8) 
Inadmissible 
Apportionment of input tax -33 
———— 
— Siin ” Common 
Hecate urnover Input 
rated supplies (500 + 700) | 4,415 185 - 
7 1,200 50 
si = 5,615 235 
n- 
T ; 
axable goods to un-registered customers (1,100 + 80) 
Taxable goods to registered customers (3,450 -8 is 
i 450 - 80 — 
Less: Sale retum 500 + 600 - 450 + 540 - 225) 3,335 
4,515 
en __(100) 
i 4,415 


Fr 
ee replacements are NOt taxable 
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a ai 
h 
"A Mr. Abid Khan O 


Al Sales tax liability 
an for the Month of August 20x8 
(23,493 x 18%) 
pa px ower of:) RsIn Mo 
WP ual ' 229 
yes “Ae vet forward input - 
; 595 
„90% 3,806 
set “806 
pit fed OS 423 
she 0X @ 4% on sale to unregistered (10,150 x 4%) one 
ef 
pif 4 
o be carried forward (4,554-3,806) a 
pg enna zero rale (843 + 85) 7 
pefund 928 
workings 
; t Tax 
D Ee al un-reistered of 9,500 | | ; 
giectricity bill 350 
pia) Apportionment of input tax — 
Turnover Input tax (Other Input tax 
than fixed assets) (Fixed 
assets) 
Texable local supplies 23,493 (249 + 3,710) = 3,959 401 
snorted 5,000 (53 +790) = 843 85 
Exempt . 4,500 (48 +270)=318 k 


Oam 0 


(W-2.1) 
1. Purchase for taxable sale = 25,000 x 18% = 4,500 


For taxable @ 18% 
23,493 
4,500 X73 793 45,000 3,710 


For zero rate sale 


5,000 
i 3 iL! 
4,500 x 23493 + 5,000 


2. Purchases for exempt sale = 1,500 x 18% = 270 
(W-2,2) 


Input plant = 2,700 x 18% = 486 


= 401 


486 x>3793 45,000 


For zero rate sale 


5,000 
a S 486 x 23,493 + 5,000 — TT 
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Chapter 23: Numerical Questions on Sales Tax by ICAP 


(W-3) Taxable Sales 


To Un-registered 10,150 
Un-registered 
To Registered 
Taxable Supplies (12,618 - 4,225) 8,393 
(including 2,500 sale) aiai 
Electric toasters supply — x90) 5,850 
(900) 
Less: Sales return 
iii 23,493 
Answer-22 
Mr. A 
Sales tax payable/refundable 
For the tax period February 2019 
Calculation of tax liability Rs. ‘000° 
Output tax (1,200 x 18%) 216 
Less: input tax (Lower of) 
- Actual 180 
- 90% of output (216x90%) 194 (180) 
Payable to Government 36 
Refundable against zero rated (W-1) . 45 


Input tax to be carried forward ` 


(W-1) Apportionment of input tax of Mr. A 
Turnover Common Input 


Taxable local supplies 1,200 180 
Zero rated supplies 300 45 
Exempt 300 45 
1,800 270 
(W-1.1) Input tax of Mr. A 
Purchases from reg. person (1,500 x 18%) : 270 
Mr.B 


Sales tax payable/refundable 
For the tax period February 2019 


Calculation of tax liability Rs. ‘000° 
Output tax o 


Less: Actual input tax . . 
Sales tax Payable = 


Input tax to be carried forward a 


Refundable against zero rated (W-2) 270 
90% restriction is not applicable as zero rated supplies are more than 50% of all taxable supplies. 


(W-2) Input tax of Mr. B 
Purchases from reg. person (1,500 x 18%) 270 


593 
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Chapter 23: Numerical Questions on Sales Tax by ICAP 


Mr. C 
Sales tax payable/refundable 
For the tax period February 2019 


Calculation of tax liability 


Output tax (1,800 x 18%) 
each tax (Lower of) 

- Actual 

- 90% of output 


Add: Further tax @ 4% on sale to un-registered (800 x 4%) 
Sales tax Payable 


Input tax to be carried forward 


Mr. D 
Sales tax payable/refundable 
For the tax period February 2019 


Calculation of tax liability 
Output tax (1,000 x 18%) 
Less: input tax (Lower of) 

- Actual 5 

- 90% of output 162 
Less: Input tax on fixed asset 
Sales tax to be carried forward 


Input tax to be carried forward 


ionment of input fMr.D 


Turnover 
Taxable local supplies a ne eee 
Exempt 


1,000 
800 
1,800 


=3.1) Input tax o Machine 
Input tax on Machine (2,500 x 18%) 


594 


Common 
_Input on F.A_ 


450 
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Chapter 23: Numerical Questions on Sales Tax by ICAP 


Answer-23 


Calculation x liabili 


Output tax 


Less: Input tax (lower of) 


- Actual input tax 
b/f input 


- 90% of output 


Less: Input tax on fixed asset 


Add: Further tax @4% of sale to un-registered 


Tax Payable 


Input to be carried forward 


(W-1) Calculation of input tax 


Purchase from registered person 

Exempt goods from registered supplier of 1,500 
Taxable goods from un-registered supplier of 1,100 
40% of goods delivered (1,800 x 40%) = 720 x 18% 
Discrepancy indicated by CREST for 1,200 

Input tax not claimed in March 20X9 

Sale tax on electricity bill 


(W-2) Apportionment of input tax 


Taxable local supplies 
Exempt 


(W-2.1) Machine (Specific input) 
Machine A (for taxable supplies) 
Machine B (for €xempt supplies) 


(W-3) Calculation of taxable sales 


To Registered Customer: 


Taxable supplies -registered 


Invoice 


Sale to end consumer 
Less: Sale return 
To Unregistered Customer: 
Taxable supplies — un-registered 


595 


Sales tax Liability 
for the month of August 20X9 


(6,480 — 1,200 — 1,800) x18% 


Rs. in “000” 
1,625 


1,147 


1,463 (1,147) 
478 

(162) 

316 

18 

334 


130 


120 
95 
971 


Input tax Input tax 
(Other) (Machine) 
892 162 


216 


162 
216 


Rs. ‘000’ 


7,580 
720 
365 
(90) 


450 
9,025 
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Answer-24 Taha 
Sales tax payable (Refundable) 
for the tax period Feb 2020 
oat ia (2,000,000 x 18%) ae 
Less: Actual Input tax () 
i : 360,000 
Add: Further tax @ 4% on un-registered sales (2,000,000 x 4%) 80.000 
Sales tax payable 440,000 
Refundable against exports (W-2.1) 357,143 
Input tax to be carried forward . K 
90% restriction is not applicable as zero rated supplies are more than 50% of all taxable supplies 
(W-1) Input Tax (Other than Fixed Assets) 
Taxable supplies from unregistered person of 3,500,000 5 
(W-2) Apportionment of input tax i 
Turnover Input tax 
(Fixed assets) 
Taxable local supplies 2,000,000 - 
Zero-rated . 2,500,000 357,143 
Exempt ` 3,800,000 542,857 
; . 8,300,000 
(W-2.1) Machine input : 
Machine input (5,000,000 x 18% ) 900,000 
For Zero rated sale 900,000 x 2,500,000 /(2,500,000+3,800,000) 357,143 
For Exempt sale 900,000 x 3,800,000 /(2,500,000+3,800,000) 542,857 
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Shan i 
Sales tax payable 
20 
For the tax period February 20 Rupees 
(10,000,000 x 18%) 1,800,000 
Output tax 
Less: Input tax (lower of) 1,277,419 
- Actual 1,620,000 ( 1,277,419) 
- 90% of 1,800,000 522,581 
n 1,080,000 
Less: Input tax on machine 557,419 
Sales tax to be carried forward La) 
Input tax to be carried forward ` 
(W-1) Input tax 
Other than fixed ts 
Taxable supplies from registered person (11,000,000 x 18%) 1,980,000 
Exempt goods of 3,000,000 = 
1,980,000 
SS 
(W-2) Apportionment of input tax 
Turnover Input tax Input tax 
(Other than (Fixed 
i fixed assets assets) 
Taxable | “10,000.0007 =S 2ssets) _ 
inom 10,000,000 1,277,419 1,080,000 
Exempt ` - i 
5,500,000  _ 702,581 . 
15,500,000 _ 1,980,000 
ee 
(W-2.1) Machine input 
Machine input 6,00 
,000,0 
( 00 x 18% ) 1,080,000 


689 CamScanner 


OO T ŘŘŘŘŘÁ 


Answer-25 


Output tax 
Less: Inp 


90% of output 


Less: Input 
Sales tax to 


Add; Further tax @4% of sale to un-registered 
Tax payable to Government 

Input tax to be carried forward (1,871 — 1,495) 
Refundable against exports (78 + 180) 


(W-1) Calculation of input tax 


Other than machine 

Taxable goods from registered persons (7,400 x18%) 
Taxable goods from unregistered persons of 1,100 
Input tax on invoice of March 2020 (1,200 x 18%) 
Input tax on electricity bill 


(W-2) Apportionment of input tax 


Taxable local supplies 


Exports 


Exempt (1,000 — 50) 


(W-2.1) Machine (Specific input) 
(for local taxable supplies & exempt) 
(for export supplies) 


Machine A 
Machine B 


io 
For local 
Or exempt 


(W-3) Calculation of taxable sale 


rth 
Taxable go 
Goods so] 


o 
S ; 
T Le 
le goods (1,300 — 29) 


598 


ut tax (lower of) 
Actual input tax 
b/f input 


tax on fixed asset 
be carried forward 


taxable supplies 
sale 


ods to registered persons (7,500 — 560 — 590) 
d at discount (560/80) x 90 
Sale = Value of invoice 


erroneously issued 
0 end consumer d 


JF Associates 
Sales tax Liability 
for the month of August 2020 


(9,230 x 18%) 


(1,661 x 90%) 


(1,271 x 4%) 


Rs in “000” 
1,661 
1,446 
ae 1,871 
1,495 1,495 
166 
— 245) _ 
ae: a 
a SA 
= 51 
376 
258 
Rs. in “000” 
1,332 
216 
125 
1,673 
Input tax Input tax 
See Other achine 
9,230 1,446 245(W-2.1) 
500 78 180 (W-2.1) 
950 149 25 (W-2.1) 
10,680 1,673 
(1,500 x 18%) 270 
(1,000 x 18%) 180 
270 x [9,230/(9,230 + 950)] ee 
270 x [950/(9,230 + 950)] 
6,350 
630 
950 
29 
1,271 
9,230 
TT 
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Answer-26 
Hadi Associates 
Sales tax payable (Refundable) 
for the tax period February 2021 i 
Output tax (3,905,000 x 18%) 702,900 
Less: Input tax (lower of:) 
- Actual 224,619 
Add: b/f input 415,000 
639,619 
- 90% x 702,900 632,610 (632,610 
70,290 
Less: Input on fixed assets 325,116 
Sales tax to be carried forward (254,826) 
Add: Further tax @4% on un-registered sales (920,000 x 4%) 36,800 
Payable to government 36,800 
Refundable against exports (W-2.1) (86,281 + 124,884) 211,165 
Input tax to be carried forward (639,619 — 632,610) 7,009 
(W-1) Calculation of Input tax : 
297,900 


Input tax other than fixed assets 
Taxable goods from registered suppliers ( 1,890,000 — 100,000 — 85,000 — 50,000) x 18% 
Taxable goods from un-registered suppliers of Rs. 1,000,000 — inadmissible 


Packing material from unregistered suppliers of Rs. 445,000 
Taxable goods from Haq Enterprises of Rs. 100,000 - 
Taxable goods purchased in cash of Rs.85,000 - 


Taxable goods not disclosed by supplier in return of Rs. 50,000 , > - 
Tax on electricity bill 13,000 
i 310,900 
—_—<—<—_—_$_$__ 
Input tax on machine - (2,500,000 x 0.18) 450,000 
(W-2) Apportionment of input tax - 
i Common Machine 
——furnover__-s___Input__ input 
Taxable local supplies 3,905,000 224,619 5,116 
Export supplies __1,500,000_ 86,281 124,884 
5,405,000 
et Milt Dated > 
(W-3) Taxable sales 20 ee 
Sales to un-registered persons . 
Taxable goods to un-registered persons 1,0 ge 
Sales to persons other than un-registered (1,050,000 — 130,000) 920,000 
Taxable goods to registered persons 2,6 ior 
(including 120,000) CERIN ASO 2,405,000 
Taxable goods to associated undertaking (225,000 + 75,000) 300,000 


Taxable goods to end consumer 
Taxable goods used for business promotion 


3,905,000 
——— 


CamScanner 


chapter 23: 


answers? 


culatio of tax liabili 


t tax 

“ont tax (lower of) 

ast Actual input tax 
b/f input 


90% of output 


, Input tax on machine 
= tax to be carried forward 


add; Further tax @4% of sale to un-registered 


Tax Payable 


Refundable against exports (W-2.1) 
Input to be carried forward 


(W-1) Calculation of input tax 
Purchase from registered person 


Numerical Libeothubiy Ah MEEYWO LOA Uy ILA 


a 


Mehrban Associates 
Sales tax Lis bility 
for the menth of August 2021 
(10,243 x 18%) 
666 
1,138 


(1,844 x 90%) 


(1,593 — 270) x 4% 


(337 + 360) 
(1,804 — 1,660) 


(4,960 — 296 — 675 — 150 — 360 - 275) x18% 


Taxable goods from un-registered supplier of 1,400 

Exempt goods from registered supplier of 520 

Purchase from registered person in cash of 150 

Purchases falling under third schedule taxable at retail price (500 x 900) x 18% 


Fumiture and fitting of Rs. 1,000 


Sale tax on electricity bill 


Input tax not claimed in February 2021 


(W-2) Apportionment of input tax 


Taxable local s 
(10,243 ~ 329) 
Sales for which no NTN 


upplies 


ted (1,300 + 1,900) 
pt 


* 
P : 
ts nrchase from registered person specific 


Input tax (Other 
Turnover sii oh ) 
9,923 666 
320 50*** 
3,200 215 + 122** = 337 
1,740 117 +53* = 170 


15,183 
ally for exempt supplies (296 x 18%) = 53 


*** Purchase f m registered person specifically for exports (675 x 18%) = 122 


or 


Mat) Machine - Machine A 
Chine A (for Exports) 
(W.2,2) 


Machine u 
B T 
(for axable and local exempt s pplies) 


sale for which no NTN received (275 x 18%) = 50 


(2,000 x 18%) 


(3,000 x 18%) 


Rs. in “000” 
1,844 


1,804 


184 
459 


(275) 


53 
53 


697 
144 


Rs. in “000” 
577 


81 
154 
186 
998 


Rs. in “000” 
Input tax (Machine) 


459 (W-2.2) 


360 (W-2.1) 
81 (W-2.2) 


360 


tacit 
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by ICAP 
Chapter 23: Numerical Questions on Sales Tax by 


rtionment of ine input tax (Common input [540 x 9,923 I (9,923 + yee 7 
For taxable supplies [540 x 1,740 / (9,923 + 1, 8 
For local exempt supplies 
Bment of input tax (Common input / (9,923 + 3,200 + 1,740)] 666 
998 x 9,923 . 
For local taxable supplies aoe x 3,200 / (9,923 + 3,200 + 1,740)} 215 
For zero rate sales [998 x 1,740 / (9,923 + 3,200 + 1,740)] 117 
For exempt supplies 
(W-3) Iculation of ta le sale Rs. ‘000° 
To Registered Customer: : 8,650 
Taxable supplies -registered 
To Unregistered Customer: ` 
Taxable supplies — un-registered m d (1,560 - np i - 320) pag 
Items falling under third schedule taxable at retail price (300 kg x 900) 4 
Sale for which no NTN is provided 
| mee 
2S 
` * Items falling under third schedule taxable at retail price (300kg x 790) = 237 
Answer-28 
Kazmi Traders 
Computation of Sales Tax Payable / Refundable 
For the tax period February 2022 
i Rs. in million 
Output tax (180 x 18%) 32.4 
Less: Input tax (lower of) 
~ 20% of output (32.4 x 90%) 29.16 (29.16) 
Less: Input tax on machine En 
Sales Tax to be carried forward ——o2— 
Sa  *..) a 
Sales Tax to be carried forward (30.37—2 
; ; 31 — 29.16) 1.21 
Refundable against zero rated supplies (16.53 + 5.33) 21.86 
Taxable sales 
Sales to un-registered persons 
l i . 
Taxable goods to registered persons 
Less: Sales Return (200 x 10%) 200 
(20) 
Iculation of Input 180 
n ———_ ——_—_ 


Taxable goods from registered suppliers 320-2 
Taxable goods from unregistered erecta a = Of 320) x 18% eos 
Exempt from registered persons of Rs. 56 , 
Electricity and sanitary fittings of Rs. 17 (not allowed) - 
Electricity bill — factory building (1.36 x 60% ) 

Electricity bill — office building (Not allowed) 


: á 46.90 
601 
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15.12 
rijonment of input tax 
T Common 
urnover Input 
e -109 0 Pied Aset 
Taxable local supplies (200 — 10% of 200) ~ 30.37 9.79 
Export supplies ———— = — _— —1653_ 5.33 
es ‘ 
D 
Answer-23 Zahid Entrprise Traders 
Computation of Sales Tax Payable / Refundable 
For the tax period June 2022 
Rs. in million 
Output tax (178 x 18%) 32.04 
Less: Input tax (lower of) . 
- Actual input tax 20.52 
- 90% of output (32.04 x 90%) 28.84 (20.52) 
11.52 
Less: Input tax on machine (2.81) 
8.71 
Add: 4% sales to un-registered (4% of 35.2) 1.41 
Tax payable 10.12 
Refundable against zero rated supplies (6.80 + 0.79) 7.59 
= tion of ta 
Purchase from registered person of Rs, 140 = 
> ca ; of December not recorded in December of Rs. 10 036 
cate, = of Rs.2 5 
jx iil of rented premises showing particulars of landlord of Rs. 3 
Payment OT Rs.6 issued to a supplier against invoice dated 31 March 2022 (1.09) 
Input (prosi © 70 against invoice dated 5 April 2022 - 
Advance wh sales tax) for zero rated sale > - 
12 paid to a supplier for goods that will be delivered in October 2022 TET 


Input Machine 
Turnover input 
Taxable | _ ee i 1 
ocal supplies 178 20.52 
- 0.79 
Cero rate sale so 576 +1.04=6.80 a 


D a 
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QV-3) Taxable sales 


- 35,2 
Taxable goods to Un-registered persons (44 -20% of 44) 
les to persons ther than un-registered 130 

Taxable goods to un-registered persons (180 — 50) 4 

Credit note issued of Rs.7 8.8 

Sale to end consumer (20% of 44) 4 

Garments withdrawn 142.8 

178 

b) 

Reason for ignoring the transaction i i . . 

(i) For claiming input tax against electricity, a bill is required bearing his Seger ee eine 
address where the connection is installed. Since bill does not contain the said particulars . 
Enterprise, input tax thereon shall not be allowed. ; , r 

(ii) Input tax is claimed in the period of purchase so it shall not be claimed again at the time of payment 


in June, : 

(iii) Time of Supply is the time at which goods are delivered to the recipient. Since goods will be 
delivered in October 2022, this is not chargeable to tax in June 2022 and consequently input tax shall 
be claimed in October 2022 return. 

(iv) Since credit note to a customer is issued after 180 days from related taxable supply, reduction in 
output tax shall not be made, . 
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